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FT  Weekend  tomorrow 
The  return  of  Monica: 
it’s  notdejavu 
but  deliverance 
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Brazil 

Will  it.  default 
on  its  debts  again? 
Page  14 
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Lack  of  \o^wiseblj 
hurts  big 
Page  24 


Gibraltar 

Latest  dispute  not 
just  about  mackerel 
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Mastering  Information  Management 


The  FFs  12-part  series 
on  the  I in  IT  continues 
on  Monday. 

Part  Two:  competing 
with  knowledge 
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King  Hussein  flies 
home  to  Jordan 
in  critical  condition 

King  Hussein,  Jordan’s  ruler  for 
46  years,  was  last  night  flown 
home  from  the  US  critfcaBy  III 
wfth  cancer.  He  had  been  receiv- 
ing treatment  for  a recurrence  of 
lymphoma  when  his  Internal 
organs  began  to  faU.  The  king,  a 
pivotal  figure  in  Middle  East 
peace  efforts,  was  welcomed 
tumultuously  only  last  month 
when  he  returned  from  treatment 
abroad  apparently  cured. 

Page  5 

(teflon  pledge  on  sfabiRty 
Rome  insisted  it  would  take  all 
necessary  measure  to  ensure 
Italy’s  budget  stability  pro- 
gramme, was  on  track,  but 
appeared  irritated  that  Brussels 
had  singled  it  out  for  criticism. 
Europe,  Page  2 

N Intend  truce  ‘still  intact1 
Ceasefires  in  Northern  Ireland 
were  intact  despite  punishment 
attacks  and  disclosures  about 
paramilitary  weapons,  said  Mo 
Mowlam,  chief  UK  Northern  - 
Ireland  minister.  UK.  Page  6 

Space  mirror  hits  problems 
Russian  cosmonauts  were  unable 
to  open  the  82  ft  diameter  mirror 
being  used  in  an  experiment  to 
reflect  sunlight  back  to  dark 
areas  of  the  earth. 

Europe  pouters  satellite  system 

Brussels  Is  expected  to  recom- 
■ mend  the  European  Union  to 
spearhead  a €2.5bn  (SZB4bn) 
satellite  navigation  system  that 
would  free  it  from  dependence 
dh  US  end  Russian  systems. 
Europe,  Page  3 

rfiuiess  pne  may  pa  rqacefa 
The  Sehste  looked  set  to  dismiss 
a final  appeal  by  Republican 
prosecutors  to  aflow  live  wit-  - - 
nesses  in  President  Bffl  canton’s 
impeachment  trial  and  seemed 
likely  to  approve  a new  plan  to 
complete  proceedings  by  the  end 
of  next  week.  Page  3 ' . 

Quake  rapafes  may  cost$13bu 

Rebuilding  Colombia’s  earth’ 
quake-devastated  coffee-growing 
region  could  cost  $1.5bn,  presi- 
dent Andres  Pastrana  said. 

Appeal  over  treason  reacted 

Russia’s  Supreme  Court  rejected 
an  appeal  to  drop  treason  and 
spying  charges  against  former 
captain  Alexander  Nikitin, 
who  accused  the  navy  of  dump- 
ing nuclear  waste  In  the  Arctic 

Sea. 


BUSINESS  NEWS 


ABB  to  simplify  its 
share  structure 
ahead  of  US  listing 

ABB,  the  international 
engineering  and  technology 
group,  is  to  simplify  its  structure 
by  replacing  four  different  types' 
of  securities  with  a single  share, 
which  will  dear  the  way  for  an 
eventual  foil  US  stock  exchange 
listing.  Companies  and  Markets, 
Page  17;  Lex,  Page  16 

BMW,  the  German  carmaker, 
today  convenes  a crucial  board 
meeting  that  Is  expected  to  settle 
the  fate  of  Bemd  Rschetsrieder, 
its  chairman.  European 
companies.  Page  18;  Nissan 
refocuses.  Page  22 

fatten  Bank’s  potential  bidders 
were  shocked  to  learn  that  20 
per  cent  of  its  assets  were 
accounted  for  by  a single  back- 
to-back  transaction  through  Ha 
London  branch.  Companies  and 
Markets,  Page  17 

Pepsi  has  beaten  Coca-Cola  to 
clinch  sponsorship  of  China’s 
soccer  league,  the  country's  top 
advertising  deal.  Companies  end 
Markets,  Page  17  . 

British  Steel  is  considering 
spending  up  to  £500m  ($800m) 
to  acquire  a distribution  business 
in  North  America. 

UK  companies,  Pago  23 

Mexico  and  Argentina  took 
advantage  of  the  stabilisation  of 
the  Brazilian  Real  to  issue  sover- 
eign bonds  on  the  international 
markets.  Companies  and  Mar- 
kets, Pag*  17;  Bonds,  Page  26 

AkTouoh.  the  wireless  - 
tetecommunteatians  group, 
uriderfinad  the  feet  that  the  . 
strongest  growth  for  US  carriers 
is  coming  from  overseas.  US 
companies.  Page  20 

Online  trading  group*  are  to  be 
investigated  by  New  York  state 
following  a rise  In  consumer 
comptainte.  Companies  and 
Markets,  Page  17 

Union  Steel,  Japan's  leading 
steel  manufacturer,  warned  that  it 
would  not  make  a profit  this 
year.  Arid-Pacific  companies, 
Page  22 

Vtarld  Equity  M arfcets 

Tta  latest  trends  and  date  from  mqre 
Sun  SO  national  instate  at  a stance 
Page  37 
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German  bank 
says  it  funded 
building  of 
Auschwitz 

Deutsche’s  move  aims  to  settle  lawsuits 


By  John  Authors  In  New  York  and 
Uta  Hvrtechfeger  In  Frankfurt 


Deutsche  Bank,  Germany’s 
largest  bank,  yesterday  published 
documents  that  showed  it  bad 
financed  the  building  of  the 
Anschwltx  concentration  camp, 
in  a dramatic  escalation  of  its 
attempts  to  settle  Holocaust- 
related  US  lawsuits  against  It  ' 

Hie  admission  is  likely  to  be 
followed  next  week  by  mnetingg 
involving  Deutsche,  the  New 
York-baaed  World  Jewish  Con- 
gress, which  has  led  the  cam- 
paign on  Holocaust-era  assets, 
and  the  US  and  German  govern- 
ments. They  will  attempt  to  nego- 
tiate a process  for  resolving  the 
rTaims,  and  avoid  the  threatened 
blocking  of  Deutsche’s  S9.8bn 
acquisition  of  Bankers  Trust 

This  will  probably  involve  con- 
tributions into  an  "umbrella 
fund”  Including  other  German 
Industries. 

Deutsche  and  other  German 
banks  are  luring  sued  over  their 
role  in  the  forced  “aryanisation" 
of  Jewish  businesses  and  han- 
dling stolen  gold.  Other  indus- 
trial groups  are  facing  claims 
over  slave  labour  from  concentra- 
tion camps. 

Deutsche's  decision  to  release 
the  documents  came  soon  after 
Creditanstalt  and  Bank  Austria, 
Austria's  two  largest  banks,  had 
offered . to  open  their  own 
archives  to  lawyers  working  mi 
behalf  of  Holocaust  victims.  Cre- 
ditanstalt was  controlled  by 
Deutsche  during  the  war,  and 
lawyers  for  the  Jewish  groups 
hoped  that  the  archives  would 
reveal  incriminating  documents 
about  Deutsche. 

A Deutsche  official  yesterday 


said  he  did  not  know  of  any 
recent  contacts  with  Creditan- 
stalt on  the  issue. 

The  documents,  which  origi- 
nated at  the  Deutsche  Bank 
branch  office  in  Katowice,  in 
occupied  Poland,  also  show  that 
the  Gestapo  secret  police  and  IG 
Farben.  an  industrial  conglomer- 
ate involved  in  implementing  the 
Holocaust,  had  accounts  at  Deut- 
sche Ttank- 

“Many  [Deutsche  Bank] 
employees  in  Katowice  knew 
what  was  going  on  in  the  concen- 
tration camps,”  said  a spokesman 
for  Deutsche  Bank. 

Deutsche  continued  to  main- 
tain yesterday  that  Holocaust  vic- 
tims “won’t  be  able  to  derive  any 
concrete  demands  from  today's 
discoveries",  and  that  the  “inte- 
gration of  Bankers  Trust  will  be 
completed  as  scheduled  by  the 
end  of  the  second  quarter". 

Alan  Hevest,  the  New  York  city 
comptroller,  who  said  in  Decem- 
ber that  the  merger  should  not 
proceed  until  a settlement  with 
Holocaust  survivors  had  been 
reached,  welcomed  the  news. 

He  said  he  still  believed  the 
federal  and  state  regulators 
should  not  clear  the  merger 
“until  these  issues  are  fully 
resolved". 

Last  year  Mr  Hevesi  was 
instrumental  in  organising  a 
sanctions  campaign  against 
Swiss  banks  over  their  use  of 
Holocaust  assets. 

‘ The  Swiss  .banks’  agreed  a 
SIJSbn  settlement  less  than  a 
month  before  the  sanctions  were 
to  start.  Mr  Hevesi  said  he  would 
be  briefed  by  the  World  Jewish 
Congress  next  week  after  their 
meetings  with  the  German  gov- 
ernment and  Deutsche. 


UK  and  Denmark 
cut  interest  rates 


By  mehanf  Adam  fa  London 
and  Clare  MacCarfty  hi  Copenhagen 


UK  interest  rata 

Bank  or  footed  Operational  rate  {*} 


The  Bank  of  Bngland,  the  UK’s 
central  hank,  cut  Its  base  lending 
rate  yesterday  by  an  unexpect- 
edly large  1X5  percentage  point  to 
5.5  per  cent,  citing  flagging 
consumer  demand,  weak  prices 
and  an  nntwtain  international 
outlook. 

Denmark,  which,  like  the  UK. 
is  not  a member  of  the  European 
single  currency,  also  cut  its  base 

rate.  But  the  European  Central 
Bank,  which  conducts  monetary 
policy  for  the  ll-country  euro- 
zone, decided  its  rates  would 
remain  unchanged.  Wim  Duisen- 
berg,  ECB  president,  said:  “The 
outlook  for  price  stability  within 
the  euro-zone  remains  favoura- 
ble." 

The  Bank  of  England's  mone- 
tary policy  committee  said  its 
projections  called  for  a farther 
cut  to  keep  underlying  inflation 
in  line  with  the  government's  tar- 
get of  Z5  per  cent  Underlying 
inflation  in  December  was  run- 
ning at  an  annual  rate  of  2.6  per 
cent  and  is  widely  expected  to 
weaken  in  the  next  few  months. 

Mortgage  lenders  reacted  to  the 
decision  by  immediately  cutting 
their  own  rates,  with  most  folly 
matching  the  Bank's  move. 

The  London  equity  market  was 
initially -enthusiastic,  with  the 
FTSE-100  index  initially  rising 
strongly.  The  rally  stalled  later 
following  gloomy  sentiment  in 
theUS- 

By  cutting  rates  at  each  of  its 
last  five  monthly  meetings,  the 
monetary  policy  committee  has 
now  reduced  the  Bank's  securi- 
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ties  repurchase  rate  by  2 percent- 
age points  since  the  beginning  of 
last  October. 

Many  economists  thought  the 
Bank  might  delay  any  further 
cuts  for  one  or  two  months,  to 
Judge  the  economy's  direction. 

The  Danfsh  central  bank 
moved  to  cut  its  key  lending 
rates  because  of  a strong  inflow 
of  foreign  currency  into  the 
krone,  which  had  strengthened 
against  the  euro  in  recent  days. 

The  0.25  percentage  point  cut, 
Denmark’s  fifth  inside  three 
months,  brought  the  repo  rate  to 
SJ50  per  cent  and  the  deposit  rate 
to  125  per  cent 
-Local  financial  markets  barely 
reacted.  The  krone  stayed  stable 
around  DKr7.4350.  Danish  gov- 
ernment bond  prices  slipped, 
which  dealers  said  mirrored  a 
weaker  German  bond  market. 

ECB  holds  rates,  Page  2;  Ban- zone 
convergence  cad,  Page  6;  Too  much, 
too  soon?  Page  15;  Lex,  Page  16 
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President  and  Ms  Clinton  at  yesterday's  national  prayer  breakfast  in  Washington.  Mr  Cflnton  said  fighting  m Kosovo 
wee  Ihe  ‘biggest  reroabibtg  danger  to  ow  objective  xA  peace  and  stability  fa  Europe1  Pctme:  Reulere 

Serbia  agrees  Kosovo  talks 
but  rejects  Nato  troops  plan 


By  Guy  Dmmore  in  Belgrade  ami 
Stephen  FkUer  fa  Washington 


Serbia  agreed  yesterday  to  take 
part  in  peace  talks  on  Kosovo 
starting  tomorrow  but  rejected 
Nato  plans  to  send  up  to  35,000 
troops  to  enforce  a political  set- 
tlement of  the  year-old  conflict 
with  ethnic  Albanian  separatists. 

President  Bill  Clinton  said  the 
US  was  “seriously  considering” 
sending  ground  troops  to  the 
Serb  province,  on  condition  that 
there  was  a strong  and  effective 
peace  agreement  and  a demon- 
stration of  the  parties'  commit- 
ment to  implement  the  accord 
and  co-operate  with  Nato  "and 
any  other  people  who  go  in  with 
us". 

He  described  the  fighting  in 
Kosovo  as  the  "biggest  remaining 
danger  to  our  objective  of  peace 
and  stability  in  Europe". 

Meeting  in  Belgrade,  the  Serb 
parliament  voted  overwhelm- 
ingly in  favour  of  negotiations,  to 
begin  tomorrow  at  a chateau  in 
RambouiUet,  outside  Paris.  But 
delegates  also  backed  a govern- 
ment resolution  that  insisted 
Kosovo  would  remain  an  integral 


part  of  Serbia  and  that  foreign 
troops  would  not  be  allowed  in 
“through  any  excuses". 

Alain  Richard,  the  French 
defence  minister,  said  in  Paris 
that  the  proposed  Kosovo  peace- 
keeping force  could  have  up  to 

35.000  troops  and  be  commanded 
by  a British  general  - likely  to  be 
Lieutenant  General  Sir  Mike 
Jackson,  commander  of  Nato’s 
Rapid  Reaction  Corps.  France 
was  ready  to  contribute  5,000 
ground  troops  plus  40  aircraft 
and  ships.  Mr  Richard  said. 

General  Henry  Shelton,  chair- 
man of  the  US  Joint  Chieb  of 
Staff,  has  said  between  2,000  and 

4.000  US  troops  could  take  part 
Germany  has  also  pledged  troops 
and  diplomats  in  Belgrade  said 
Greece  and  Russia  were  also 
interested  in  taking  part  in  a 
Naio-led  international  force. 

Mr  Clinton  warned  that  if  the 
fighting  in  Kosovo  continued,  rt 
would  "almost  certainly . . . draw 
in  the  neighbouring  countries  of 
Albania  and  Macedonia  ...  It 
could  potentially  involve  our 
Nato  allies,  Greece  and  Turkey.  It 
could  spark  tensions  again  in 
Bosnia  and  undo  what  we  have 


spent  three  years  trying  to  do. 
Certainly  If  this  conflict  contin- 
ues we'll  see  another  massive 
humanitarian  crisis.” 

But  he  said  no  decision  had  yet 
been  made  to  send  in  US  soldiers 
- and  did  not  have  to  be  made 
until  before  the  Rambouillet 
talks. 

He  said  a “permissive  security 
environment"  with  the  with- 
drawal of  enough  Serbian  secu- 
rity forces  and  an  agreement 
restricting  the  weapons  held  by 
rebels  from  the  Kosovo  Libera- 
tion Army  (KLA)  were  needed 
before  troops  would  be  commit- 
ted. “Finally,  we  have  to  have  a 
well-defined  Nato  mission  with  a 
clear  exit  strategy,”  he  said. 

Mediators  are  working  on  draft 
peace  accords  that  would  give 
Nato  the  role  of  enforcing  a 
ceasefire,  securing  Kosovo's  bor- 
ders and  disarming  KLA  rebels 
as  well  as  Serb  paramilitaries. 

Chris  Hill,  the  US  envoy  who 
will  be  the  chief  mediator  in 
Rambouillet,  set  a one- week 
deadline  for  conclusion  of  the 
talks.  “Kosovo.”  he  admitted  “is 
a difficult  problem  of  reconciling 
the  irreconcilable”. 
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Largest  European 
telecom  merger 


Largest  combined 
offering  in  tbe  UK 


Largest  Europe  to 
Asia  1998  telecom 
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Telenor 

Proposed  merger  with 
Telia 

Adviser 

Energis 

£Ibn  offer  of  shares 
$4Q0m  offer  of  EPICs  for 
The  National  Grid  Group 

Global  Co-ordinator 


Soci6t6  Europeene 
des  Satellites 

$33 1 m acquisition  of 
34.1%  of  AsiaSat 
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EUROPE  

BRUSSELS  CONCERN  ROME  ACKNOWLEDGES  GROWTH  FORECASTS  SENJ  TO  BRUSSELS  ARE  OUT  OF  DATE  AND  PLEDGES  TO  REVISE  THEM 

Italy  firm  on  keeping  budget  stability 


By  James  Bfitz  In  Rome 

Tbe  Italian  government 
yesterday  insisted  it  would 
take  whatever  measures 
were  necessary  to  ensure  its 
budget  stability  programme 
was  on  track.  But  it  showed 
signs  of  irritation  that  BruSr 
sels  had  singled  the  country 
out  for  criticism  in  a report 
this  week. 

Despite  concerns 
expressed  by  the  European 
Commission  that  Rome's 
growth  forecasts  appeared 
“overly  optimistic",  Italian 
officials  hoped  their  budget 


Interest 
rates  kept 
on  hold 
by  ECB 

By  Wolfgang  Mfochau 
In  Frankfurt 


The  European  Central  Bank 
yesterday  signalled  that 
interest  rate  changes  would 
remain  on  hold,  arguing  that 
near-term  economic  condi- 
tions in  the  11-nation  euro- 
zone were  still  finely  bal- 
anced. 

At  its  third  meeting  since 
the  launch  of  the  euro  in 
January,  the  ECB’s  govern- 
ing council  yesterday  voted 
to  leave  the  benchmark  secu- 
rities repurchase  rate 
unchanged  at  3.0  per  cent, 
citing  a favourable  outlook 
for  price  stability. 

But  Wim  Duisenberg,  pres- 
ident of  the  ECB,  warned 
that  high  wage  settlements 
and  lax  fiscal  policies  could 
rekindle  inflation  pressures. 
However,  he  said  further 
falls  in  import  or  producer 
prices  could  lead  to  an 
accompanying  decline  in 
euro-zone  inflation,  which 
stood  at  an  annual  rate  of  0.8 
per  cent  in  December. 

“Taking  a forward  looking 
perspective,  the  general 
environment  continues  to 
suggest  that  there  are  no  sig- 
nificant upward  or  down- 
ward. pressures  on  prices  in 
the  short  term."  he  said. 

The  recent  fall  of  the  euro 
against  the  dollar  was  "a 
matter  of  puzzlement  but  not 
a matter  for  concern". 

But  be  also  said  he  would 
fight  proposals  for  an 
exchange  rate  regime  for  the 
euro  that  might  be  inconsis- 
tent with  the  ECB's  primary 
goal  of  price  stability.  He 
said  the  Issue  would  be  dis- 
cussed at  a meeting  of  the 
Group  of  Seven  industria- 
lised countries  on  February 
20  in  Bonn. 

Mr  Duisenberg  said  there 
had  been  signs  of  a slow- 
down in  growth  recently  but 
that  so  far  there  were  no 
“dear  signals"  that  output 
growth  bad  slowed  by  more 
than  expected. 

Overall  gross  domestic 
product  continued  to  grow  at 
a brisk  pace  in  the  third 
quarter  last  year,  but  was 
followed  by  a slowdown  in 
the  fourth  quarter.  Mr  Duis- 
enberg cited  among  the  posi- 
tive indicators  continued 
increases  in  consumer  confi- 
dence and  a high  level  of 
retail  and  car  sales. 

However,  he  warned  that 
tbe  euro-zone  economy  faced 
continued  risks  from  the 
global  economic  environ- 
ment. “Given  the  mixed  pic- 
ture outlined  above,  the  gov- 
erning council  emphasised 
that  further  thorough  analy- 
sis and  very  dose  monitor- 
ing of  underlying  trends  are 
needed  before  any  conclu- 
sions can  be  drawn  concern- 
ing the  broad  outlook  for 
1999  and  2000,"  he  said. 
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stabilisation  plan  would  be 
approved  without  a hitch  on 
Monday  by  European  Union 
economics  and  finance  min- 
isters. 

In  a statement,  the  trea- 
sury “confirmed  its  commit- 
ment to  reach  the  budgetary 
and  debt  objectives  set  by 

the  stability  programme,  and 
to  undertake  any  measure,  if 
needed,  to  achieve  these 
objectives”. 

It  also  acknowledged  that 
the  growth  forecasts  set  out 
in  a document  submitted  to 
the  Commission  at  the  end 
of  last  year  were  now  out  of 


date.  These . would  be 
revised,  it  said,  when  the 
government  unveiled  its 
annual  three-year  economic 
plan  in  May. 

Nevertheless,  the  Treasury 
rejected  suggestions  from 
Brussels  that  Italy’s  public 
finances  might  be  subjected 
to  another  formal  examina- 
tion later  this  year,  stating 
bluntly  that  tbe  Commission 
and  the  Council  of  the  Euro- 
pean Union  would  be  “kept 
informed"  of  developments. 

Massimo  D'Alema,  Italy’s 
prime  minister,  was  also 
keen  to  emphasise  that  Italy 


would  give  the  European 
Commission  revised  data  on 
economic  growth  later  this 
year,  “on  our  own  initia- 
tive". 

Noting  that  Italian  public 
expenditure  is  now  some 
seven  or  eight  percentage 
points  lower  than  France  as 
a proportion  of  gross  domes- 
tic product,  he  said; 

“If  something  hasn't 
worked  this  year,  it  has 
not  been  for  lack  of 
rigour  but  because  the 
economy  has  grown  one  per- 
centage point  less  than 
expected  at  the  time  of  last 


April’s  three  year-plan". 

Because  of  tbe  low  growth 
rate,  Italy  is  expected  to 
have  lower-than-expected 
tax  receipts  this  year.  - 

Carlo  Azegtio  Ciampi,  trea- 
sury minister,  has  repeat- 
edly insisted  that  this  year, 
such  a situation  will  be  ade- 
quately compensated  by  low- 
er-than-expected  interest 
rates,  which  have  sharply 
reduced  Italy's  expenditure 
on  debt  servicing. 

However,  in  a letter  sent 
to  the  Commission  at  the 
end  of  last  month,  Mr 
Ciampi  said  Italy  remained 


committed  “in  particular”  to 
achieving  a budget  deficit 
that  was  1 per  cent  of  grass 
domestic  product  by  the  year 
2Q0L 

Economic  analysts  TNinV  ft 
will  be  difficult  to  meet  that 
target  without  an  additional 
fiscal  adjustment,  over  sod 
above  existing  treasury 
plans. 

Economic  analysis  argued 
that  in  May,  the  treasury 
might  have  to  announce  a.j 
slightly  larger  package  of  fis- 
cal tightening  for  the.  year 
2000  budget  than  it  had  origi-  | 
nally  envisaged. 


PAY  OFFER  SPURNED  EMPLOYERS  WARN  OVER  COMPETITIVENESS  _ 

German  metal  workers 
in  fifth  one-day  strike 


By  Tony  Barber  in  Frankfurt 

Tens  of  thousands  of 
German  industrial  workers 
staged  a fifth  day  of  warning 
strikes  yesterday  as  their 
union  leaders  rejected  an 
improved  wager  proposal 
from  employers  as  far  short 
of  their  demands. 

Germany's  largest  trade 
union,  IG  Metal!,  called  out 
workers  in  tbe  states  of  Bav- 
aria, Berlin,  Brandenburg. 
North  Rhine- Westphalia  and 
Saxony  after  brushing  aside 
an  offer  of  an  annual  pay 
rise  of  2Ji  per  cent,  plus  0. 5 
per  cent  in  one-off  benefits. 

The  employers'  proposal, 
made  an  Wednesday,  repre- 
sented a 0.3  percentage  point 
increase  in  their  original 
offer  of  a basic  rise  of  2 per 
cent.  They  say  they  cannot 


afford  more  without  becom- 
ing uncompetitive  and  hav- 
ing to  lay  off  workers.  But 
Harald  Schartau,  IG  Metall 
leader  in  North  Rhine-West- 
phalia,  Germany’s  most  pop- 
ulous state,  said  an  extra  0.3 
per  cent  would  give  workers 
just  DM10  ($5.80)  more  each 
month.  “With  that  yon  can 

buy  nfttiiirig  more  than  a few 
bottles  of  water.”  he  said. 

Businessmen,  trade  union- 
ists. Independent  economists 
and  the  European  Central 
Bank  are  closely  monitoring 
the  dispute,  because  IG  Met- 
all'S  wage  agreement  tradi- 
tionally sets  the  standard  for 
settlements  elsewhere  in 
Germany,  the  euro-zone's 
largest  economy.  The  ECB 
has  made  clear  it  will  be 
reluctant  to  lower  its  main 
interest  rate  of  3 per  cent  if 


euro-zone  wage  settlements 
are  in  its  view  too  high. 

IG  Metall,  representing 
about  3m  workers,  originally 
asked  for  an  increase  of  6.5 
per  cent,  but  indicated  on 
Wednesday  for  the  first  time 
in  tbe  dispute  that  it  would 
probably  have  to  accept  less. 

Employers  say  the  union 
should  remember  that  in 
1995-96,  when  workers 
received  an  Increase  averag- 
ing 3.5  per  cent.  German 
employment  and  industrial 
competitiveness  suffered 
serious  damage. 

The  work  stoppages  so  far 
have  lasted  only  a few  hours 
each  day,  but  union  leaders 
have  suggested  they  may 
order  longer  strikes  if  no 
agreement  is  reached  with 
the  employers  in  talks 
resuming  next  Tuesday. 


A metalworker  blows  a whistle  doing  a protest  h DPweMort  AP 


COLLUSION  CLAIM  COMMISSIONERS  AND  PARLIAMENTARIANS  PROBE  HIGH  FEES  AFTER  RATES  HAVE  BEEN  FIXED 

Euro-zone  currency  charges  under  fire 


By  Emma  Tucker  In  Brussels 

Three  European  commis- 
sioners are  to  spearhead  a 
campaign  to  stop  banks 
charging  too  much  when 
customers  change  currencies 
or  send  funds  within  the  11- 
country  euro-zone. 

The  move,  to  be  unveiled 
today,  is  backed  by  members 
of  the  European  parliament 
who  are  investigating  claims 
that  hanks  are  colluding  to 
keep  currency  exchange  fees 
high,  even  though  exchange 
rates  are  now  fixed. 

Christa  Randzio-Plath. 


chairwoman  of  the  European 
parliament’s  monetary  sub- 
committee, accused  banks  of 
failing  to  pass  on  to  consum- 
ers cost  savings  introduced 
with  the  euro's  elimination 
of  currency  risks. 

“I  want  an  investigation 
Into  the  question  of  price 
cartels  by  both  national 
authorities  and  by  the  Euro- 
pean Commission.  It  could 
be  that  it  is  just  a coinci- 
dence that  fee  structures  are 
similar  in  any  one  country  - 
or  that  there  are  price  car- 
tels operating  on  a country- 
by-country  basis  rather  than 


across  the  EU,"  she  said. 

Nikolaus  Boemcke,  secre- 
tary general  of  tbe  EU  Bank- 
ing Federation,  said  it  was 
premature  to  talk  about  con- 
spiracy but  said  it  was  possi- 
ble that  some  bureaux  de 
changes  were  abusing  the 
changeover  to  the  euro. 

“We  have  submitted  mate- 
rial '"to  fhe  Commission 
which  shows  that  in  the 
eurozone  there  has  been  a 
dear  reduction  in  charges” 
he  said. 

The  banks  argue  that  the 
costs. of  exchanging  money 
used  to  be  hidden  in  the. 


spread  between  the  buying 
and  selling  rate  of  a cur- 
rency. That  spread  has  been 
replaced  by  a one-off  charge. 

They  argue  that  exchange 
rate  -risk  accounted  for  only 
a small  part  of  tbe  cost  of 
exchanging  currency.  Most 
of  the  cost  came  from  other 
elements  such  as  transport- 
ing notes  and  employing  tell- 
ers. As  a result,  the  drop  in 
charges  has  been  limited. 

However,  Emma  Bonino. 
Mario  Monti,  and  Yves-Thi- 
bault  de  Silguy,  commission- 
ers respectively  for  con- 
sumer affairs,  the  single 


Gibraltar’s  fishing  war  not  just  a 
battle  over  mackerel  and  sardines 

Ugly  scenes  during  a blockade  in  Britain's  headland 
colony  are  symptomatic  of  a wider  and  seemingly 
unending  political  dispute  with  Spain,  writes  David  White 


The  American  staying  at 
the  Rock  Hotel  had 
planned  on  going  to 
Cyprus,  but  there  was  too 
much  trouble  there,  she  said. 
Gibraltar  would  be  a nice 
quiet  place  instead. 

Wrong.  In  recent  days  the 
compact  placidity  of 
Britain’s  headland  colony  on 
the  southern  tip  of  Spain  has 
been  rudely  upset.  Tbe 
30,000-strong  community  is 
still  reeling  from  the  events 
- a Spanish  crowd's  16-hour 
border  blockade,  ugly  scenes 
in  Convent  Place,  a tiny  cen- 
tral square  where  the  gover- 
nor's residence  faces  the 
Gibraltar  government  head- 
quarters, and  violence  rarely 
seen  in  this  hyper-sensitive 
British  outpost 
The  lights  of  Spain  line 
tbe  other  side  of  the  bay.  but 
there  is  no  way  there  except 
by  the  road  crossing  the  air- 
port runway  to  the  single 
frontier  post.  There,  cars 
have  been  waiting  four 
hours  to  get  out,  past  tbe 
deliberate  slowness  of  Span- 
ish officialdom,  from  one 
part  of  tbe  European  Union 
to  another. 

Friction  is  now  at  its  worst 
since  blatant  contraband 
from  Gibraltar  in  powerful 
outboard-motor  launches 
was  suppressed  four  years 
ago,  putting  an  end  to  one  of 
the  less  glorious  periods  of 
the  Rock’s  history.  Gibraltar 
cafe  talk  likens  the  latest 
bonier  episodes  to  the  intim- 
idatory policies  of  Spain’s 
Franco  regime,  which  closed 
the  frontier  completely  30 
years  ago.  It  was  another  16 
years  before  democratic 
Spain  opened  it  again  to 
road  traffic. 

The  immediate  cause  of 


the  new  upset  has  been  fish. 
Gibraltar,  which  does  no 
commercial  fishing,  has 
environmental  legislation 
banning  it  in  waters  off  the 
Rock.  But  until  last  year  tra- 
ditional Spanish  fishing  in 
the  zone  was  tolerated. 

Hie  Spanish  complain  that 
Gibraltar  authorities  started 
clamping  down,  harassing 
boats.  The  Gibraltarversion 
is  that  there  was  a sudden 
change  in  the  scale  and  kind 
of  fishing,  with  “incursions” 
averaging  several  a day 
rather  than  several  per 
month. 

In  the  bay  which  British 
maps  show  as  the  Bay  of 
Gibraltar  and  Spanish  maps 
as  the  Bay  of  Algeciras.  skir- 
mishes have  came  close  to 
turning  nasty.  Sir  Richard 
Luce,  the  governor,  has 
found  a use  for  his  “hot  line" 
to  Robin  Cook,  the  British 
foreign  secretary.  Sir  Rich- 
ard, a former  Conservative 
minister,  and  the  first  non- 
military  governor,  has  stuck 
his  neck  out  to  ensure 
enforcement  of  Gibraltar 
laws. 

Fourteen  Algeciras  fisher- 
men were  last  week  charged 
and  released  on  bail  after 
their  boat  - was  run  in  and 
their  nets  and  catch  confis- 
cated. 

It  may  seem  much  ado 
about  mackerel  and 
sardines,  but  the  fishing 
quarrel  Is  more  than  a side- 
show.  It  is  a symptom  of  the 
wider  and  unending’  dispute 
about  who  the  6.5  square  kil- 
ometre limestone  promon- 
tory belongs  to. 

Gibraltar's  niaim  to  Juris- 
diction in  territorial  waters 
- three  miles  on  one  tide, 
half  way  across  the  bay  on 


the  other  - is  considered  by 
Spain  to  go  beyond  the 
terms  of  the  1713  Treaty  of 
Utrecht,  when  Britain  won 
rights  over  the  Rode.  That 
treaty  covered  “the  full  and 
entire  property  of  the  Town 
and  Castle  of  Gibraltar, 
together  with  the  Port,  Forti- 
fications and  Fort  thereunto 
belonging"  - nothing  about 
waters  beyond  the  harbour, 
say  the  Spanish. 

This  week  Peter  Caruana, 
Gibraltar'scentre-rtght  chief 
minister,  braved  local  anger 
to  patch  up  the  quarrel  by 
calling  the  fishermen  in  for 
direct  talks.  If  the  deal 
sticks,  Gibraltar  will  go  back 
to  turning  a blind  eye  to  lim- 
ited Spanish  fishing  as  long 
as  it  does  not  go  too  close  to 
shore. 

But  the  climate  for  UK- 
Spanish  conciliation  over 
Gibraltar  has  not  recovered 
from  the  setback  of  recent 
months.  Abel  Matutes,  the 
Spanish  foreign  minister, 
has  been  talking  tough,  pro- 
voking attacks  from  Mr  Car- 
uana. The  fishermen  have 
acknowledged  Gibraltar’s 
authority,  but  Spain  does 
not. 

A regular  special  meeting 
of  the  two  foreign  ministers 
- in  a process  under  way 
since  the  mid-1980s  - has 
been  put  on  ice.  Both  Madrid 
and  London  are  worried  lest 
Gibraltar  should  overshadow 
other  Issues  when  the  prime 
ministers,  Jos€  Maria  Aznar 
■and  Tony  Blair,  attend  a 
first  bilateral  summit,  due 
this  spring. 

Spain  is  awaiting  a formal 
reply  to  proposals  officially 
lodged  over  a year  agofor 
Gibraltar’s  return  to  Spain 
after  an  interim  period  of 


Luce:  stuck  his  neck  out 

joint  British-Spanish  sover- 
eignty. The  proposals  would 
eventually  make  Gibraltar  a 
self-governing  Spanish 
region,  with  provisions  to 
preserve  its  tax  privileges, 
special  status  within  the  EU 
and  Justice  system,  and  with- 
out forcing  people  to  change 
their  British  nationality. 

A poll  last  year  suggested 
only  2 per  cent  of  Gibraltari- 
ans might  be  In  favour,  but 
the  Spanish  government 
Insists  that  its  sovereignty 
claim  "can  never  be  given 
up". 

"Sovereignty  is  not  our 
business,"  says  Jorge  Cam- 
pos Udfes,  secretary  of  the 
fishermen's  guild  in  Algeci- 
ras, where  20  boats  depend 
on  inshore  fishing.  “It’s  all 
the  Mine  to  us." 

Like  the  Gibraltarians,  he 
Is  wary  not  to  be  too  hopeful 
about  avoiding  more  clashes. 
“The  feeling  is  that  this 
agreement  is  the  only  way 
towards  a solution  we  have. 
It  doesn't  mean  it's  the  end,” 
he  says.  Overall,  the  atmo- 
sphere has  worsened  since 
last  year.  “There's  been  a 
step  backwards." 


market  and  monetary 
affairs,  will  today  announce 
a scheme  to  put  pressure  on 
banks  and  bureaux  de 
changps  to  lower  charges. 

It  includes  an  • e-mail 
address  and  a telephone 
number  where  people  can 
report  abuses  (eurosig- 
nab§dg24.ceciie  and;  00  322 
296  5608). 

According  to  a survey  con- 
ducted by  the  parliament’s 
monetary  committee, 
exchange  fees  range  from  1 
per  cent  at  Spain's  Banco 
Santander  to  3.75  per  cent  at 
Germany’s  Commerzbank. 

Oslo  SE 
launches 
remote 
trading 

By  Valeria  Skdld  in  Oslo 

The  Oslo  stock  exchange 
will  today  do  away  with  U7 
years  of  tradition  launch 
a new  screen-based  trading 
system  that  will  eliminate 
the  need  for  dealers  to  work 
in  the  historic  bourse. 

The  system  will  open  up 
the  exchange  for  remote 
trading  by  brokers  abroad, 
where  about  30  per  cent  of 
Its  investors  are  located.  The 
exchange  Invested  NKr90m 
(512m)  in  the  new  system 
rather  than  update  the  old 
one  to  solve  the  Y2K  or  “mil- 
lennium bug”  problem. 

It  hopes  the  change  will 
increase  the  liquidity  of  one 
of  Europe’s  smallest 
exchanges  and  make  it  a 
more  attractive  alliance  part- 
ner in  the  light  Of  formatting 
competition  between  the 
exchanges. 

“A  new  trading  system 
gives  us  a better  position  if 
we  want  to  choose  a differ- 
ent alliance.”  said  Nils  Vogt, 
the  exchange's  senior 
vice-president  for  marketing. 

On  Monday,  the  exchange 
win  hold  a strategy  meeting 
with  its  consultant, 
McKlnsey  & Co,  to  discuss 
proposals  to  link  its  equity 
trading  either  with  the 
Stockholm  and  Copenhagen 
I exchanges,  which  will 
1 launch  the  Norex  alliance 
this  summer,  or  with  Frank- 
furt and  Loudon  directly. 

EJell  Fronsdal,  the  Oslo 
stock  exchange  president, 
said  the  exchange  plan*  to 
decide  on  a partner  in  the 
first  half  of  this  year. 

Tlie  ability  to  deal  from 
outside  the  Oslo  stock 
exchange  has  attracted  sev- 
eral Swedish  - brokerage 
houses.  The  exchange 
expects  UK  members  later. 


NEWS  DIGEST 

HfflOPEAN  UNION  WARNED  _ 

Budget  freeze  ‘could 
jeopardise  vital  reforms’ 

Freezing  the  European  Union  budget  at  7999  levels  for  foe 
next  sbe  years  could  Jeopanfee  vital  reforms,  “Eddd  Liika- 
nen,  the  EU’s  budget  commissioner,  warned  yesterday. 

He  Issued  foe.  warning  as  he  presented  priorities  for  the 
EU’s  2000  budget,  including  keeping  spending  commit- 
ments stable  - though  payments  would  increase  due  to  a 
backlog  In  many  areas  - and  recruiting  more  staff  after 
criticism of  the  European  Commission's  management  of 
some  programmes. 

EU  states  are  preparing  for  Intense  negotiations  aimed 
at  getting  agreement  on  the  Commission’s  "Agenda  2000" 
proposals  for  reform  of  structural  foods  and  foe  Common 
Agricultural  Policy  before  foe  end  of  March.  Countries 
including  Germany,  France  and  the- UK  are  pressing  to 
“stabilise"  spending  In  the  period  2000-2006.  ; • 

Mr  Lukanen  warned  that  freezing  agricultural  spending  at 
€40bn  ($45bn)  a year  would  make  it  impossible  to  under- 
take planned  reforms  involving  cutting  farm  support  prices 
and  compensating  farmers  through  direct  akL  That  would 
require  higher  spending  in  foe  middle  years  of  the  period. 

. “The  real  question  is.  Is  stabilisation  of  foe  budget  more 
important  than  reform?  If  that  is  foe  case,  then  you  cant 
have  foe  reform,"  Mr  Uflcanen  said.  - 
Neil  Buckley,  Brussels 


EXCHANGE  CONTROL  RULES 


Russian  airline  investigated 

Russian  prosecutors  are  investigating  possible  breaches  of 
exchange  control  regulations  by  officiate  at  Aeroflot,  the 
prosecutor-general's  office  said  yesterday. 

On  Wednesday,  foe  airline’s  chief  executive,  Valery  Oku- 
lov  sacked  two  top  managers  and  ordered  audits  of  key 
departments.  The  prosecutors’  statement  said  a criminal 
Investigation  had  been  opened  on  January  18  into 
exchange  control  infringements  and  abuse  of  influence  by 
“a  number  of  Aeroflot  officials".  A spokeswoman  for  the 
prosecutor  declined  to  give  further  details  or  to  confirm 
that  a poffee  raid  yesterday  on  a publishing  company  that 
prints  foe  Aeroflot  In-flight  magazine  had  been  part  of  foe 
investigation  into  the  airline.  Reuters,  Moscow 


POLISH  FARMERS  ___ 

Talks  on  support  and  tariffs 

Leaders  of  Polish  farmers  who  have  been  blocking  main 
roads  for  over  a week  yesterday  started  talks  over 
demands  for  form  support  payments  and  tariffs  on  food 
imports  with  government  officiate  yesterday. 

The  talks  came  after  foe  formers  agreed  to  suspend  their 
protests  over  low  form  Incomes  which  saw  the  price  of 
some  Rems  such  as  pork  foil  by  as  much  as  35  per  cent 
A national  poll  by  the  PBS  organisation  published  yes- 
terday showed  that  three  quarters  of  all  Poles  think  foe 
government  has  done  too  little  resolve  the  formers’  prob- 
lems while  just  under  half  thought  that  the  road  blocks 
should  stay  In  place.  Christopher  Bobkiski,  Warsaw 


ROMANIA  AND  IMF 


Move  on  loan  conditions 

Romania’s  government  yesterday  moved  doser  to  futfWIng 
International  Monetary  Fund  and  World  Bank  conditions 
for  new  loans  when  it  issued  a decree  transferring  assets 
from  Bancorex,  foe  country’s  biggest  and  most  troubled 
state  bank,  to  a state  agency.  Bancorex  accounts  for  25 
per  cent  of  the  Romanian  banking  market,  but  was  under- 
stood to  have  some  H.OOObn  Id  ($916m)  of  non-perform- 
ing assets  on  Its  balance  sheet  before  yesterday's  deci- 
sion. 

The  government  yesterday  issued  an  Emergency  Qrdi-  ' 
nance  by  which  4,1 82  bn  Id  of  non -performing  assets  wil 
be  transferred  from  Bancorex,  to  the  newly  established 
state  Agency  for  foe  Development  of  Banking  Assets. 

In  exchange,  Bancorex  wiil  receive  a state  bond  of 
equivalent  value  that  carries  no  interest  and  falls  due  by 
March  31  2000.  The  bond  will  be  financed  by  a loan  from 
foe  finance  ministry.  • 

The  entire  transaction  will  be  dated  December  31  1998. 
This  will  improve  the  look  of  Bancorex ‘s  1998  balance 
sheet  and  allow  the  state  bond  to  be  booked  under  last 
year’s  public  borrowings. 

Romania's  risks  defaulting  on  this  year’s  foreign  debt 
service  payment  of  S2.9bn  unless  it  secures  new  loans  ' 
from  foe  Fund  and  the  Bank.  Joe  Cook,  Bucharest 


CROATIA  CRITICISED 

OSCE  issues  damning  report 

Croatia  is  foiling  to  meet  its  commitments  to  liberalise  the 
media,  .reform  electoral  jaws  and  Improve  human  rights, 
causing  concern  in  foe  run-up  to  an  ejection,  the  OSCE  ' 
says  in  a damning  progress  report 

The  17-page  paper  prepared  by  the  Organisation  for 
Security  and  Co-operation  in  Europe  (OSCE)  identifies  "a 
general  stagnation  in  the  process  of  Croatia’s  fulfilment  of 
its  international  commitments". 

Due  to  be  presented  to  the  organisation's  permanent 
council  in  Vienna  next  week.  It  is  the  most  critical  of  three 
reports  the  mission  in  the  former  Yugoslav. republic  has 
complied.  "Croatia  has  reached  a crucial  and  delicate 
stage  in  tire  normalisation  process,”  it  says.  “The.  country 
is  a key  actor  in  a region  marked  by  increasing  ten- 
sion. . .The  current  stagnation  in  foe  fulfilment  of  interna- 
tional commitments  should  be  of  major  concern. " 

But  the  OSCE  also  suggested  continued  dialogue  with 
Croatian  authorities  on  its  integration  into  western  Institu- 
tions, combined  with  more  funding  and  expertise  —which 
should  not  be  linked  to  political  discussions  or  provided  in 
ways  “that  might  be  open  to  abuse".  Reuters,  Zagreb 


MIR  STATION 

Space  mirror  fails  to  open 

Cosmonauts  in  foe  Mir  space  station  failed  yesterday  to 
open  a giant  mirror  intended  to  reflect  foe  sun's  light  and 
illuminate  dark  comers  of  foe  earth  from  space,  Russia's 
mission  control  said. 

Officiate  safd  they  now  had  to  decide  whether  tp  con- 
tinue their  efforts  today  after  the  25-metre  Mylar  mirror  '• 
failed  to  unfold  from  a Progress  supply  ship  which  had 
undocked  from  the  Mir. 

“There  Is  an  emergency  situation.  The  mirror  is  not 
unfolding/  spokesman  Vsevolod  Latyshev  said  at  Mission 
Control  at  Korolyov,  just  outside  Moscow. 

The  mirror’s  failure  cast  doubts  over  the  experiment 
intended  to  show  whethsrsuch  mirrors  can  light  up  foe 
Russian  north  or  other  areas  with  dark  winters.  Sceptics 
say  foe  experiment  Is  doomed  to  fail.  But  the  designers 
say  a series^f  mirrors  or  one  giant  mirror  could  harness 
foe  sun  to  overcome  darkness  and  even  help  boost  aflfo 
culture  by  lengthening  the  day.  Reuters,  Korolyov 
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EUROPE 


EU  set  to  back  space-age  navigation  system 


By  Mteftari  Smith  in  Brussels 

The  European  Commission 
is  expected  to  recommend 
next  week  that  the  European 
Union  spearheads  the  cre- 
ation of  a €2J5bn  {*2.B4bn) 
space-age  navigation  system. 

The  satellite  navigation 
project  would  free  the  EU 
from  dependence  on  US  and 
Russian  systems  already  in 
place  and  improve  its  indus- 
tries’ access  to  a market 


which  the  mmmictHnn  -esti- 
mates will  be  worth  g40bn 
between  now  and  the  year 
2005. 

It  would  also  create  , tens  of 
thousands  of  jobs.  20,000 
alone,  to  put  the  satellite 
infrastructure  in  place. 

The  system  would  centre 
on  a network  of  at  least  21 
satellites  transmitting  sig- 
nals to  earth-bound ' receiv- 
ers. The  aviation  and  mari- 
time industries  already  use 


satellite  facilities  provided 
by  the  US  and  Russia  to 
Improve  navigation.  - 
Car  drivers  are  expected  to 
become  tarrwwringfy  depen- 
dent on  satellite  technology 
for  traffic  information  and 
route'  direction.  Satellite 
navigation  systems  can  be 
used  by  public  authorities  to 
cut  vehicle  congestion,  as 
wed  as  In  life-saving  rescue 
operations  and  oil  explora- 
tion, and  industries  requir- 


ing precise  measurements. 

Neil  Ktrmock.  transport 
commissioner,  is  expected  to 
receive  the  backing  of  his  19 
colleagues  on  the  EU  execu- 
tive next  Wednesday  to  initi- 
ate a public-private  partner- 
ship expected  to  need 
€2j2bn-€5L95bn  of  investment 
by  2008. 

Some  d-25bn  could  come 
from  public  funds  by  2005,  he 
suggests,  mostly  from  EU 
transport  and  research  bud- 


gets and  from  the  European 
Space  Agency. 

The  response  of  member 
countries  Is  unpredictable, 
especially  as  governments 
are  trying  to  suppress  EU 
spending  in  negotiations  for 
budget  reform  expected  to 
reach  a climax  next  month. 
Some  ministers  may  argue 
that  since  tlje  US  and  Rus- 
sian services  are  free,  there 
is  little  point  In  Europe  initi- 
ating another  system. 


However  both  systems 
need  up-dating  for  commer- 
cial use  and  Mr  Kinnock 
believes  reliance  on  a US- 
Russian  duopoly  could 
expose  the  EU  to  an  unex- 
pected levy  of  fees. 

The  US  is  not  prepared  to 
share  development  of  Its 
defence-based  satellite  sys- 
tem for  military  reasons,  and 
EU  participation  in  the  Rus- 
sian operation  may  be  risky 
because  of  that  country's 


economic  problems. 

Under  the  commission 
plan,  non-EU  countries, 
including  Russia,  would  be 
encouraged  to  participate  in 
the  European  project,  partly 
to  improve  its  financial  via- 
bility. 

Potential  revenue  streams 
include  a levy  on  receivers 
and  charges  for  a restricted 
access  service  providing 
guaranteed  levels  of  perfor- 
mance. 


Critics  find  food 
package  for  Russia 
hard  to  stomach 

Gesture  of  goodwill  from  US  and  Europe 
has  sparked  arguments  over  what  form 
aid  should  take,  writes  Andrew- Jack  ■ 


Sweden  to  cut 
defence  spending 
by  more  than  10% 


As  the  US  and  the  Euro- 
pean Union  finalise 
plans  to  ship  large 
quantities  of  food  aid  to  Rus- 
sia, a senior  diplomat  at  a 
western  embassy  in  Moscow 
sums  up  the  situation 
bluntly:  “I  don’t  know  of  a 
single  person  In  this  build- 
ing who  thinirw  it  is  neces- 
sary." \ 

Over  the  last  few  days, 
officials  in  North  America 
have  been  finalising  the 
small  print  and  starting  to 
purchase  and  ship  more 
than  3m  tonnes  of  food  in  a 
package  worth  1950m.  Their 
counterparts  in  the  EU  are 
preparing  a further  1. 8m 
tonnes  valued  at  €470m 
($534m). 

Administrative  delays  and 
new  measures  designed  to 
prevent  corruption  have  stal- 
led deliveries,  originally 
pledged  for  the  start  of  the 
year.  They  are  now  unlikely 
to  arrive  before  mid  March. 

However,  there  is  a grow- 
ing debate  about  whether 
the  food  should  be  sent  at 
all.  In  the  last  few  months, 
there  have  been  scare  stories 
that  Russia  is  facing  its  most 
severe  winter  in  decades  and 
the  prospect  of  starvation. 
The  Red  Cross  has  launched 
a SFr25m  (J17m)  emergency 
appeal,  and  is  gearing  up  for 
a smaller,  second  pro- 


gramme In  the  far  north  east 
of  .the  country.  - - 

. The  European  Commission 
says  that  Russian  production 
levels  for  many  crops  are  at 
the  levels  of  the  late  1940s. 
The  US  Department  of  Agri- 
culture says  the  grain  har- 
vest last  year  was  the  lowest 
since  the  1950s,  and  down 
from  88m  tonnes  in  1997  to 
less  than  50m  in  1998. 

"Something  has  to  be  done 
to  meet  this  shortfall,"  says 
Asif  Chaudhry,  minister 
counsellor  for  agricultural 
affairs  at  the  US  embassy. 
"We  are  basically  responding 
to  the  Russian  government's 
requests  to  provide  food 
assistance.”  Bertrand  Soret 
spokesman  for  the  EU  in 
Moscow,  says:  "We  came  to 
the  conclusion  that  the,  aid 
was.  justified." 

But  others  are  less  con- 
vinced. Gennady  Eulik.  the 
Russian  deputy  prime  minis- 
ter for  agriculture  who  for- 
mally requested  the  aid,  said 
last  November  that  the  har- 
vest was  on  a par  with  the 
average  of  the  last  15  years, 

"There  is  no  shortage  in 
this  country.”  says  one 
Moscow-based  aid  expert. 
"The  US  and  the  EU  have 
different  reasons  for  sending 
food,  and  the  Russians  are 
witling  accomplices,  but  by 
no  means  is  ♦bia  a humani- 


Meagre  supplies:  women  queue  at  a market  in  Moscow  to  buy  cheap  lard 


tarian  effort* 

He  says  aid  would  be  best 
spent  purchasing  food 
within  Russia  to  redistribute 
to  poorer  regions  or  on  pro- 
viding credit  and  assistance 
to  Russian  fanners. 

There  is  no  doubt  that 
some  Russians  will  face 
severe  difficulties  rftfc  win- 
ter those  in  remote  and  pov- 
erty-stricken areas,  and  vul- 
nerable groups  such  the 
elderly,  sick  and  single-par- 
ent multiple-child  families. 
These  are  precisely  the  L7m 
people  targeted  in  the  Red 
Cross  appeal.  The  problem 
for  them  is  less  the  absence 
of  food  than  insufficient 
money  to  buy  it 
But  the  US  and  EU  pack- 
ages are  not  so  tightly  tar- 
geted. The  latter  will  be  sent 
to  more  than  40  destinations. 
Both  rely  largely  on  distribu- 
tion by  the  Russian  authori- 
ties. who  will  use  part  of  the 
allocation  to  supplement  the 
meagre  rations  in  state-run 


hospitals,  orphanages  and 
prisons. 

However,  much  of  the  aid 
has  been  earmarked  to  be 
sold  at  existing  market 
prices.  How  that  will  operate 
in  practice  remains  unclear. 
If  prices  are  high,  the  food 
Will  remain  unaffordable;  if 
they  are  brought  down  by 
the  new  supplies,  there  is  a 
risk  of  destroying  what  little 
local  production  there  is. 

There  is  also  concern 
about  corruption,  which  has 
brought  pledges  of  increased 
monitoring  by  the  US  and 
the  EU.  Mr  Knlik  faces  alle- 
gations by  a judge  of  person- 
ally benefiting  from  the  last 
important  food  aid  pro- 
gramme in  1991,  although  he 
denies  the  charges. 

Significantly,  Canada  has 
chosen  to  by-pass  the  pro- 
cess by  flying  part  of  its  own 
more  modest  C$2.5m 
(USSl.Bm)  aid  package 
directly  to  north-eastern 
Russia.  But  it  has  given  the 


bulk  to  the  Red  Cross  in 
cash,  which  purchases  food 
and  goods  locally  and  dis- 
tributes them  using  its  own 
well-established  networks. 

The  action  is  exceptional 
Some  Red  Cross  officials  fear 
criticism  of  the  EU  and  US 
programmes  has  affected  its 
own  appeal,  which  has  so  far 
only  raised  half  the  money  it 
sought.  It  has  also  twice 
been  turned  down  by  the 
ECTs  humanitarian  fund, 
which  pointed  to  the  effort 
being  made  separately  by 
the  food  programme. 

While  the  US  and  EU  aid 
programmes  will  certainly 
help  some  Russians  In  diffi- 
culty, they  have  left  a bad 
taste  in  the  mouth  of  many. 
As  one  technical  assistance 
expert  puts  it:  “What  was 
meant  to  be  a gesture  of 
good  will  has  been  ham- 
mered. After  all  the  criti- 
cism, the  results  can  only  be 
better  than  the  expecta- 
tions.” 


By  Tbn  Burt  In  Stockholm 

The  Swedish  government  is 
planning  to  cut  defence 
spending  by  more  than  10 
per  cent,  or  SKr4bn  ($5 12m) 
a year,  after  a decline  in  per- 
ceived military  threats  in 
the  Nordic  and  Baltic  Sea 
region  since  the  collapse  of 
Soviet  communism. 

Sweden’s  aimed  forces  are 
expected  to  scale  back  con- 
scription and  reduce  the 
number  of  army  brigades, 
air  force  divisions  and  naval 
vessels  as  part  of  the  cuts, 
due  to  come  into  force  In 
2002.  The' country's  defence 
chiefs,  however,  are  likely  to 
warn  that  the  measures  win 
hamper  their  ability  to 
defend  Sweden  - which 
retains  non-aligned  status  - 
in  the  event  of  a regional 
conflict. 

“In  the  next  two  to  three 
years,  it  could  also  lead  to 
closures  in  important  sectors 
of  our  defence  Industry  such 
as  anti-tank  weapons,  air 
defence  missiles  and  elec- 
tronic warfare,”  said  one 
senior  officer,  who  declined 
to  be  named. 

Nevertheless,  the  Social . 
Democratic  party  said  It 
would  put  the  proposed  cuts 
to  parliament  after  securing 
support  from  the  small  oppo- 
sition Centre  party  for  the 
policy  - involving  a total 
spending  reduction  of 
SKrl2bn  between  2002  and 
2004. 

Although  the  SDP  govern- 
ment cannot  rely  on  a parlia- 


THE  AMERICAS 


Impeachment  likely  to  end  within  week 


By  Mark  Suzman  in  Washington 

The  US  Senate  yesterday 
looked  set  to  dismiss  a final 
appeal  by  Republican  prose- 
cutors to  allow  live  wit- 
nesses in  President  Bill  Clin- 
ton's impeachment  trial  and 
approve  a new  plan  to  wrap 
up  proceedings  by  the  end  of 
next  week. 

Trent  Lott,  Senate  major- 
ity leader,  outlined  a tenta- 
tive timetable  that  would 
call  for  both  sides  to  present 
evidence  and  give  closing 
arguments  tomorrow  and 


Monday.  The  Senate  would 
then  begin  deliberations  on 
the  charges  that  Mr  Clinton 
committed  perjury  and  ob- 
structed justice  Jn.  covering 
up  his  affair  with  Monica 
Lewinsky,  with  a vote  as 
soon  as  next.  Thursday. 

However,  Mr  Lott  admit- 
ted proceedings  could  still  be 
held  up  by  an  unresolved 
disagreement  between 
Republicans  and  Democrats 
over  possible  alternative 
punishments  for  Mr  Clinton 
that  would  allow  senators  to 
express  their  disapproval  of 


the  president's  actions  even 
if,  as  expected,  they  vote  to 
acquit  him. 

Despite  the  fact  that  this 
week's  depositions  of  the  for- 
mer White  House  intern  Ms 
Lewinsky.  Yemen  Jordan,  a 
friend  of  the  president,  and 
Sidney  Blumenthal,  a White 
House  aide,  appeared  to  gen- 
erate little  new  information, 
the  House  trial  managers 
formally  requested  the  Sen- 
ate to  call  Ms  Lewinsky  to 
testify  in  person  so  they 
could  assess  her  credibility. 

But  Mr  Lott  indicated  that 


while  senators  would  proba- 
bly allow  portions  of  the  vid- 
eotapes of  the  depositions  to 
be  used  by  White  House  law- 
yers and  trial  managers  in 
their  presentations,  he  did 
not  think  there  was  support 
for  additional  testimony.  "It 
does  not  appear  that  the 
votes  are  there  for  live  wit- 
nesses;” he  said. 

Republicans  also  began 
circulating  a draft  "finding 
of  fact"  resolution  that 
would  in  effect  find  Mr  Clin- 
ton guilty  of  the  charges 
without  directly  accusing 


him  of  criminal  action. 

Because  it  requires  only  a 
simple  majority  to  pass,  the 
motion  could  be  made  part 
of  the  trial  record  even 
though  the  formal  vote  an 
the  impeachment  articles  is 
almost  certain  to  fall  short 
of  the  two-thirds  majority 
required  to  convict  the  presi- 
dent 

But  Tom  Daschle,  Senate 
minority  leader,  dismissed 
the  idea  as  unconstitutional, 
and  Robert  . Bennett,  a 
Republican  senator  for  Utah, 
admitted  that  without  sup- 


port from  at  least  five  Demo- 
crats, the  idea  would  proba- 
bly not  succeed. 

Mr  Daschle  said  Demo- 
crats would  instead  submit  a 
censure  resolution  condemn- 
ing the  president's  actions. 
However,  even  though  the 
wording  would  probably  be 
very  similar  to  the  finding  of 
fact  plan,  because  the  resolu- 
tion would  only  be  debated 
after  the  final  vote  on  Mr 
Clinton's  guilt  and  could  be 
revoked  by  a future  Con- 
gress, Republicans  are  reluc- 
tant to  agree  to  the  proposal 


Clinton’s  advisers  see 
more  economic  growth 


Big  list  of  tax  rises, 
little  hope  of  passing 


. * • • ' ,v- 


By  Stephen  Rdtor 
in  Washington 

President  Bill  Clinton’s 
Council  of  Economic  Advis- 
ers.yesterday  expressed  con- 
fidence that  the  current  US 
economic  expansion  could 
become  the  longest  on 
record  and  described  how  it 
had  reversed  a long-term 
trend  of  declining  wages  far 
low-paid  workers. 

' The  annual  economic 
report  of  the  president,  offi- 
cially sent  to  Congress  yes- 
terday, said  the  economic 
expansion  which  began  In 
1991  was  already  the  longest 
in  peacetime  and  was  the 
second  longest  since  records 
began  in  1854. 

If  the  expansion  continues 
beyond  next  February,  it 
would  become  the  longest  on 
record,  surpassing  the  106- 
month  expansion  of  the 
1960s  which  was  formed  by 
spending  on.  the  Vietnam 
war- 

Tbere  is  no  apparent  rea- 
son why  this  expansion  can- 
not continue,"-  the  report 
said.  "Expansions  do  not  die 
of  old  age.  Instead,  postwar 
expansions  have  ended 
because  of  rising  Inflation, 
financial  imbalances  or 
inventory  o whangs.  None 
of  these  exist  at 

present.'  The  most  likely 
prognosis  Is  therefore  the 
same  as  last  year’s:  sus- 
tained job  creation  and  con- 
tinued non-lnflationary 
growth." 

The  wort’s  forecasts  are 
embedded  in  the  budget. 


unveiled  by  the  administra- 
tion on  Monday.  It  forecasts 
that  real  growth  will  slow 
from  per  cent  last  year  to 
2 per  cent  this  year,  and 
until  the  end  of  2001,  while 
consumer  price  inflation  will 
also  accelerate  slightly  to  2-3 
per  cent  for  the  three  years. 

It  contrasted  the  current 
expansion  with  that  of  the 
1960s  and  the  "Reagan 
boom”  of  1982-90,  now  the 
second  longest  peacetime 
expansion.  Both  of  these  pre- 
vious examples  were  charac- 


Current  expansion 
could  become  the 
longest  on  record 


tensed  by- stimulative  fiscal 
policy,  unlike-  the  current 
one  where  fiscal  policy  had 
been  contractionary.  “The 
current  expansion  has  been 
distinguished  by  the  large 
contribution  erf  private  fixed 
investment  to  GDP  and  the 
negligible  contribution  of 
government  spending,"  the 
report  said. 

Unlike  the  other  expan- 
sions where  lower  unemploy- 
ment had  been  associated 
with  higher  inflation  oyer 
time;  the  current  expansion 
bad  produced  both  lower 
inflation  and  lower  unem- 
pfoymenL 

The  report  also  concluded 
that  the  expansion  meant 
that  "low  wage  and  minority 
walkers  are  enjoying  some 


of  the  best  labour  market 
conditions  they  have  seen  In 
decades”.  It  said  income 
Inequality  had  not  increased 
since  1993  and  the  poverty 
rate  had  fallen. 

Real  hourly  wages  for  the 
lowest  paid  men  and  women 
had  risen  since  1993.  benefit- 
ing minority  workers  who 
were  heavily  represented 
among  low  wage  groups. 
"After  years  of  decline,  the 
real  wages  of  black  men 
began  to  increase  in  199S; 
they  have  risen  by  5.8  per 
cent  since  1996  alone." 

The  unemployment  rates 
for  blacks  and  Hispanics  in 
1998  were  the  lowest 
recorded,  though  still  unac- 
ceptably high  at  8.9  per  cent 
for  blacks  and  7.2  per  cent 
for  Hispanics,  compared 
with  3.9  per  cent  for  whites, 
the  report  said. 

Even  young  minority 
workers,  whose  wages  suf- 
fered the  greatest  falls  in  the 
1980s,  had  been  helped. 
Unemployment  among  black 
youth  between  16  and  24  was  ' 
20.7  per  cent,  lower  than  in  i 
any  year  since  records  began 
in  1973.  Median  real  wages  of 
young  black  males  aged 
16-24  rose  by  62  per  cent  last 
year  hlnne- 

Median  real  wages  of  Mexi- 
can and  Central  American 
born  immigrants  had- also 
risen,  by  6.8  per  cent  for  men 
and  3L8  per  cent  for  women 
since  1995. 

The  report  also  suggested 
the  expansion  had  played  an 
important  role,  in  foiling 
crime  rates. 


By  Deborah  McGregor 
to  Washington 

Samuel  Johnson’s  thought 
about  second  marriages 
being  the  triumph  of  hope 
over  experience  holds 
equally  true  in  the  arcane 
world  of  US  budgeting. 

For  months,  presidential 
tax-writers  laboured  over  the 
fine  print  of  dozens  of  tax 
changes  to  be  included  in 
President  Bill  Clinton's  bud- 
get They  carefully  tallied  up 

the  expected  revenue  gains 
and  losses  and  weighed  the 
itripgra:  cm  the  economy. 

The  hope,  at  least  among 
the  president’s  economic 
foam,  was  that  the  specific 
tax  increases,  combined  with 
the  dosing  of  several  corpo- 
rate tax  loopholes,  would 
yield  more  than  S80bn  in  fed- 
eral revenue  over  the  next 
five  years. 

Experience  would  suggest 
otherwise. 

Many  of  the  tax  provisions 
are  hardy  perennials  that 
have  sprung  up  in  past  presi- 
dential budgets,  only  to  wilt 
on  the  congressional  vine. 
Last  year.  Congress  did  not 
take  up  most  of  Mr  Clinton's 
suggested  tax  Increases.  This 
year,  with  the  Republican- 
led  Congress  more  enthusi- 
astic about  cutting  taxes 
than  raising  them,  there 
appears  to  be  little  prospect 
of  Mr  Clinton's  tax  raises 
beaming  law. 

Why,  then,  did  Mr  Clinton 
go  to  tiie  trouble  of  drawing 
up  Ms  shopping  list?  The 
short  answer,  is  that  he  had 


no  choice.  Under  strict  "pay 
as  you  go"  budget  rules, 
enacted  in  the  era  of  big  fed- 
eral deficits,  policy-makers 
must  explicitly  state  how 
they  will  pay  for  any  tax 
breaks  they  propose. 

Mr  Clinton's  budget  called 
for  billions  of  dollars  in  tax 
relief  over  five  years,  includ- 
ing tax  credits  for  child  care, 
education  and  medical  care 
that  he  wants  passed.  Under 
the  rules,  he  had  to  say  how 
he  would  pay  for  them. 

Among  the  tax  increases 


Cigarette  tax  rise 
among  proposals 
likely  to  fail 


considered  least  likely  to 
succeed  Is  Mr  Clinton’s  pro- 
posed 56-cent-a-pack  increase 
in  the  tax  on  cigarettes.  Last 
year.  Congress  rejected  the 
administration's  proposal  to 
raise  the  cigarette  tax  by 
double  that  amount.  This 
year,  with  the  federal  trea- 
sury awash  in  surplus  cash, 
the  tobacco  measure,  which 
would  yield  S34J>bn  over  five 
years,  is  considered  by  most 
budget  analysts  to  be  a non- 
starter in  Congress. 

Republicans  have  identi- 
fied more  than  30  tax 
increases  in  the  budget  that 
they  say  are  re-cycled  fail- 
ures from  past  years.  Among 
those  is  a S6-5bn  proposal  to 
re-instate  so-called  "Super- 
fund” taxes  on  companies 


for  environmental  dean-up. 
Another  Is  Mr  Clinton's  pro- 
posed repeal  of  the  “export 
source  rule"  that  would 
Increase  the  tax  burden  on 
international  transactions  by 
US  corporations. 

By  contrast,  one  measure 
that  appears  to  stand  a good 
chance  of  being  approved  Is 
Mr  Clinton's  proposal  to 
close  a corporate  tax  loop- 
bole  known  simply  as  Sec- 
tion 357(c).  This  law  has 
allowed  companies  greatly  to 
inflate  the  write-offs  they 
realise  in  transferring  assets 
within  a corporate  group.  In 
ways  not  Intended  by  federal 
policy-makers. 

Bill  Archer,  the  Chairman 
of  the  House's  tax-writing 
ways  and  means  committee, 
shares  the  president's  zeal 
for  dosing  this  loophole  and 
last  October  he  Introduced 
legislation  to  do  so.  It  did 
not  survive  the  end-of-ses- 
sion  chaos  in  Congress.  But 
Mr  Clinton  made  his  own 
budget  proposal  retroactive 
to  October. 

Another  budget  proposal 
that  is  making  waves  in  the 
corporate  community,  but 
expected  to  encounter  seri- 
ous resistance  in  Congress, 
is  a provision  to  curtail  the 
aggressive  marketing  of  cor- 
porate tax  shelters. 

Mr  Clinton  wants  to  slap 
harsh  new  penalties  on  com- 
panies to  deter  a growing 
band  of  tax  shelter  hustlers 
who  have  inundated  federal 
tax  authorities  with  cases 
designed  to  test  the  bound- 
aries of  corporate  tax  law. 


mentary  majority  - even 
with  centre  party  support  - 
opposition  parties  remain 
split  on  defence  spending. 
The  conservative  Moderates, 
led  by  former  International 
peace  envoy  Carl  Bildt.  want 
to  maintain  defence  spend- 
ing while  the  green  and  for- 
mer communist  Left  parties 
favour  deeper  cuts. 

The  move  follows  a steady 
decline  in  Sweden’s  military 
strength  In  recent  years  and 
signals  the  possible  end  to 
the  long-term  policy  of 
"armed  neutrality”.  In  the 
past  10  years,  the  number  or 
army  brigades  has  been  cut 
from  29  to  13;  conscription 
has  fallen  from  47,000  to 
21,000.  while  the  air  force 
has  been  trimmed  from  27  to 
13  squadrons. 

But  the  cuts  will  not  affect 
existing  orders  for  new  mili- 
tary equipment,  including  a 
requirement  for  more  than 
200  JAS-Gripen  fighter  jets 
manufactured  by  Saab  Aero- 
space. 

Swedish  defence  industry 
analysts  said  the  proposals 
showed  the  government  no 
longer  believed  that  a large 
standing  army  was  neces- 
sary. They  predicted  that 
smaller,  better  equipped 
Swedish  aimed  forces  would 
take  part  In  more  interna- 
tional peacekeeping  roles. 

Government  officials 
emphasised  that  the  cuts  did 
not  signal  any  change  in 
attitude  towards  conscrip- 
tion or  on  Sweden's  decision 
to  remain  outside  Nato. 


EIB 

starts  to 
raise  its 
profile 

By  Peter  Norman  to  Brussels 

The  European  Investment 
Bank  raised  lending  last 
year  by  13  per  cent  to 
€29.5bn  ($33.4bn)  while  bor- 
rowing jumped  30  per  cent  to 
almost  €31  bn,  reflecting  a 
policy  of  euro-directed  fund- 
ing to  help  the  launch  of  the 
European  Union's  single  cur- 
rency on  January  1. 

Sir  Brian  Unwin,  president 
of  the  EU*s  long  term  financ- 
ing arm.  said  the  EIB  will 
have  critical  mass  of  euro 
debt  of  more  than  €50bn  by 
the  middle  of  this  year. 

The  EIB,  which  describes 
Itself  both  as  the  world's 
largest  international  bor- 
rower and  the  largest  non- 
sovereign borrower  in  the  U 
nation  euro  area,  expects  to 
borrow  a further  €30bn  this 
year  of  which  about  60  per 
cent  is  likely  to  be  denomi- 
nated in  euros.  Last  year, 
the  bank  issued  €15bn  of 
benchmark  euro-denomi- 
nated  bonds  and  "euro-tribu- 
tary” bonds  and  imple- 
mented a €5bn  global 
commercial  paper  pro- 

gnumiig. 

The  EIB  expanded  its 
activities  in  1998  to  provide 
venture  capital  in  line  with 
growth  and  employment 
decisions  of  the  1997  EU 
Amsterdam  summit  which 
charged  the  bank  with  pro- 
viding risk  capital  for  small 
businesses  and  investment 
in  labour  intensive  projects. 

Sir  Brian  said  €360m  of 
equity  and  quasi-equity  fin- 
ancing was  approved  for 
high  growth  and  innovative 
small  and  medium-sized 
companies,  making  the  EIB 
"perhaps  the  largest  single 
source  of  venture  capital  in 
the  EU".  Since  November 
1997,  the  bank  has  approved 
€3bn  for  education  and 
health.  €2.6bn  for  urban 
renewal  and  €13bn  for  envi- 
ronmental schemes. 

Because  the  EIB  has  only 
a very  small  exposure  to 
Asia  and  Latin  America  and 
does  not  lend  to  Russia,  it 
needed  to  make  no  loan  loss 
provisions  last  year. 


See  Observer,  Page  IS 


NEWS  DIGEST 


WEAKEST  YEAR  SINCE  1991 

US  new  factory  orders 
rebound  in  December 

New  orders  to  American  factories  rebounded  in  December 
but  1998  still  enters  the  record  book  as  the  weakest  year 
for  improvement  In  manufacturing  since  the  recession  of 
1991.  Orders  jumped  2.3  per  cent  in  the  last  month  of  the 
year,  to  a seasonally  adjusted  $343. 5bn,  the  Commerce 
Department  said  yesterday.  It  was  the  biggest  increase  in 
13  months. 

However,  orders  for  ail  of  1998  - S4,030bn  - were  just 
2.1  per  cent  higher  than  the  year  before.  That  compared 
wfth  a healthy  5.4  per  cent  gain  In  1997  and  was  the 
weakest  year  since  orders  posted  a 2.3  per  cent  decline 
seven  years  earlier.  The  weakness  was  particularly  pro- 
nounced at  blast  furnaces  and  steel  mills,  which  are  com- 
. peting  with  steel  imported  from  Russia,  Brazil  and  Korea. 

Their  orders  fell  12.5  per  cent,  the  biggest  fell  In  at  least 
15  years.  And  the  rise  for  aircraft  was  just  a 0.2  per  cent 
gain  over  1997.  AP,  Washington 

BRAZIL  AND  IMF 

Emergency  talks  continue 

The  Brazilian  government  completed  its  fifth  day  of  negoti- 
ations with  the  International  Monetary  Fund  yesterday  with 
few  signs  that  the  two  sides  were  close  to  agreeing 
revised  terms  for  a $41 .5 bn  emergency  financing  package. 

Stanley  Fischer,  deputy  managing  director  of  the  IMF, 
was  expected  to  leave  Brazil  last  night  after  leading  the 
talks  since  Tuesday.  Brazilian  ministers  had  hoped  his 
presence  would  accelerate  the  pace  of  negotiations. 

Brazil  signed  a financing  deal  wfth  the  IMF  and  other 
international  Institutions  In  November,  in  an  attempt  to 
stave  off  a currency  crisis,  and  the  government  has 
already  drawn  down  around  $9 bn. 

However  the  government  was  forced  to  let  the  currency 
float  on  January  15  after  suffering  a fourth  speculative 
assault  in  18  months.  Geoff  Dyer,  Brasilia 


PINOCHET  CASE 

Lords  hearing  ends 

The  UK’s  most  senior  court  yesterday  ended  rts  hearing 
into  whether  General  Augusta  Pinochet,  the  former  Chilean 
dictator  accused  of  crimes. against  humanity,  should  be 
granted  Immunity  from  prosecution.  The  House  of  Loreto 
reserved  its  judgment  and  gave  no  indication  when  it  will 
be  delivered.  However,  lawyers  dose  to  the  case  do  not 
expect  the  seven  Law  Lords  to  announce  their  decision  for 
some  weeks. 

The  hearing  is  the  second  held  by  the  Law  Lords  to 
decide  whether  Gen  . Pinochet  should  be  sent  to  Spain  to 
face  trial  accused  of  crimes  induefirtg  torture,  hostage-tak- 
ing and  conspiracy  to  murder  during  his  period  as  head  of 
state  in  Chile.  John  Mason,  Law  Courts  Correspondent 


On  the  web  today 

• Colombia  needs  the  big  oil  companies  back 

• Venezuela  may  curb  agricultural  imports 

• Microsoft  embarrassed  by  case  of  vanishing  Icon 
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ASIA-PACIFIC 


CONCESSION  ON  PROFITS  REPATRIATION 

Malaysia  to 
ease  rule  on 
share  deals 


Chinese  products  seen  in  ‘oversupply’ 


By  SbeBa  McNuHjr 
in  Kuala  Lumpur 

Malaysia's  government 
yesterday  caved  Into  pres- 
sure and  lifted  a controver- 
sial ban  on  foreigners  with- 
drawing the  proceeds  of 
share  sales  from  the  country 
before  September  1. 

Haim  Zainuddin,  finance 
minister,  announced  yester- 
day that  investors  could  now 
take  out  their  funds  before 
September  but  must  pay  an 
exit  tax  on  the  principal. 

Malaysia's  controls, 
imposed  last  September,  as 
pan  of  a package  of  mea- 
sures, have  stabilised  the 
currency  and  encouraged 
world  leaders  to  take  seri- 
ously the  country's  concerns 
about  the  need  to  regulate 
capital  flows,  but  they  have 
infuriated  equity  investors. 

Since  controls  were 
imposed,  foreign  investment 
in  the  share  market  has 
ground  to  a halt,  and  much 
of  the  foreign  and  local  bro- 
kerage community  has  with- 
drawn or  cut  staff,  ending 
Malaysia's  long-term  dream 
of  becoming  a regional  finan- 
cial centre. 

Loosening  the  controls 
was  politically  risky  for 
Mahathir  Mohamad,  the 
prime  minister,  who 
announced  them  personally 
and  has  held  foreign  inves- 
tors responsible  for  the 
recession  in  Malaysia. 

Mr  Daim  sought  to  main- 
tain Dr  Mahathir's  national- 
istic tone  by  inviting  only 
Malaysian  journalists  to  be 

briefed  on  the  change. 

But  the  change  in  the 
regime  is  still  a clear 
response  to  foreigners’  com- 
plaints, and  follows  recent 
high-level  briefings  of  for- 
eign investors  by  the  Malay- 
sian authorities,  in  an 
attempt  to  woo  them  back. 

According  to  the  finance 
ministry-  the  new  exit  tax  on 
principal  will  be  on  a sliding 
scale  from  30  per  cent  for 
funds  repatriated  within 
seven  months  from  the  date 
erf  the  investment  or  when 
the  controls  began,  down  to 


zero  for  principal  repatriated 
after  September  1. 

From  September,  only 
profits  on  equity  investment 
win  be  subject  to  a 10  per 
cent  repatriation  levy. 

A different  regime  will 
apply  to  investments  made 

On  or  after  February  15  this 
year.  A 30  per  cent  tax  win 
be  levied  on  profits  from 
these  investments,  if  the 
profits  are  withdrawn  within 
a year,  but  there  win  be  no 
tax  on  principal. 

If  the  profit  on  these 
investments  is  repatriated 
more  than  12  months  from 
when  the  profit  was  made, 
the  levy  wtH  be  reduced  to  10 
per  cent.  Analysts  said  some 
fund  managers,  trapped  in 
Malaysian  investments  since 
the  controls  were  intro- 
duced. would  probably  leave 
immediately. 

A number  of  funds  are  not 
allowed  to  Invest  in  coun- 
tries such  as  Malaysia, 
which  are  not  part  of  main 
world  stock  market  Indices. 
But  the  same  analysts 
believe  many  fund  managers 
win  choose  to  wait  until  Sep- 
tember 1.  when  they  can 
leave  without  paying  taxes. 

That  leaves  open  the  possi- 
bility or  a mass  exodus  of 
funds  on  that  date. 

Estimates  of  the  amount  of 
foreign  money  in  the  market 
vary  considerably,  though 
many  put  it  around  $6bn.  If 
the  bulk  of  those  funds  were 
to  leave  at  once,  economists 
say  that  would  put  extensive 
pressure  on  the  govern- 
ment's ability  to  maintain 
the  ringgit  peg  at  M$3B  to 
the  US  dollar,  the  centre- 
piece of  the  controls. 

Some  analysts  believe  that 
the  change  to  the  share  mar- 
ket restrictions  might  be 
enough  to  get  Malaysia  back 
on  major  indices  so  investors 
can  stay. 

But  Song  Seng  Wun, 
regional  economist  at  G.K. 
Gob  Research,  said:  "Senti- 
ment hasn't  changed  much. 
This  is  essentially  a fine-tun- 
ing of  existing  regulations. 
Capital  controls  remain  in 
place.” 


By  James  Kynge  In  Beding 

China  announced  yesterday 
that  two- thirds  of  its  key 
j manufactured  products  were 
in  oversupply  and  none  in 
short  supply,  as  it  set  forth 
ways  to  tackle  sluggish  con- 
sumer demand  and  address 
some  of  the  pressures  that 
have  arisen  from  its  decision 
not  to  devalue  its  currency. 

Official  newspapers  said 
yesterday  that  the  produc- 
tion of  some  114  low-quality 
manufactured  items  should 
be  slowed  or  halted  over  the 
next  few  months  as  a way  of 
reducing  inventories,  which 


have  depressed  prices  and 
slashed  corporate  profits. 

Many  of  the  goods  named, 
such  as  steel,  petrochemi- 
cals, textiles  and  construc- 
tion materials,  have  suffered 
sales  declines  because  of 
competition  from  smuggled 
imports  made  cheaper  by  the 
depredation  of  regional  cur- 
rencies against  the  renminbi 
since  mid-1997. 

Beijing’s  hope  is  that  it 
can  disperse  some  of  the 
pressure  for  a devaluation 
from  hard-hit  industries  by 
intensifying  its  fight  against 
smuggling,  and  urging  com- 
panies to  cut  production,  in 


the  expectation  that  a conse- 
quent rise  In  domestic  prices 
can  reverse  14  straight 
months  of  deflation. 

The  China  Economic 
Times,  a newspaper  run  by 
the  State  Council  or  cabinet, 
said  that  68.7  per  cent  of  60S 
key  manufactured  products 
in  China  were  in  oversupply, 
up  by  38.7  percentage  points 
since  the  second  half  of  last 
year.  No  goods  were  found  to 
be  in  short  supply,  govern- 
ment researchers  said.  ' 

World  oil  prices  have 
declined  to  levels  signifi- 
cantly below  China’s  subsi- 
dised domestic  price,  mean- 


ing that  petrochemical 
plants  are  anxious  to  bny 
smuggled  ofl  to  use  as  a raw 
material  to  cut  costs.  This 
hits  domestic  oil  producers 
and  is  of  little  use  as  China's 
petrochemical  output  Is  in 

oversupply  and  is  still  more 
expensive  than  that  of 
regional  competitors,  who 
have  benefited  from  depreci- 
ation of  their  currencies. 

Officials  said  last  month 
that  petrochemical  plants  in 
China  should  scale  back  pro- 
duction. The  government 
a lan  announced  this  year 
pi«n«  to  halt  investment  in 
new  steel  plants,  and  to 


dose  down  25,800  coal  mines 
with  the  loss  Of  400,000  Jobs. 
Many  textile  factories  are 
also  due  to  shut 
(lament  and  glass  produc- 
tion is  also  expected  to  fall 
significantly  this  year,  as 
many  factories  dose. 

But  though  stub  measures 
appear  likely  to  alleviate 
oversupply,  they  may  have 
little  power  to  stimulate 
spending  by  consumers,  who 
are  fearful  of  unemployment 
and  anticipating  increased 
ftiture  costs  as  China  rolls 
back  its  benefit  system. 

Editorial  Comment,  Page  15 


HK  ‘public  interest’  a factor 
in  the  sparing  of  Saily  Aw 

Top  law  official’s  concerns  for  Sing  Tao  group’s  well-being  are 
not  echoed  in  other  parts  of  the  territory,  writes  Louise  Lucas 


Hong  Kong’s  top  legal 
official  yesterday 
defended  her  decision  to 
prosecute  three  newspaper 
executives  for  fraud  but  not 
its  proprietor. 

She  said  there  was  not 
enough  evidence  to  charge 
Sally  Aw,  chairman  of  the 
group  that  owns  the  Hong 
Kong  Standard.  There  had 
also  been  public  interest  con- 
cerns about  the  survival  of 
Miss  Air's  publishing  group. 
Sing  Tao. 

The  three  executives  were 
imprisoned  last  month  after 
being  found  guilty  of  fraud 
when  they  inflated  the  circu- 
lation figures  of  the  Stan- 
dard by  printing  extra  copies 
and  dumping  ttem, 

A public  outcry  followed, 
amid  accusations  that  good 
connections  had  put  Miss 
Aw  above  the  law.  Miss  Aw 
serves  on  a political  advisory 
body  to  Beijing;  and  Tung 
Chee-hwa  was  a director  of 
Sing  Tao  before  he  became 
Hong  Kong's  chief  executive. 

Elsie  Leung,  secretary  for 
justice,  yesterday  sought  to 
allay  those  concerns,  which 
bad  intensified  with  the 
leaking  of  Interview  docu- 
ments from  the  Independent 
Commission  Against  Corrup- 
tion. The  anti-graft  body  had 
uncovered  the  scam  in  the 
first  place. 

In  these  interview  tran- 
scripts, Mis  Aw  said  she 
approved  the  plan  to  inflate 
circulation  figures,  although 


adding  that  the  method  was 
not  discussed.  Yesterday. 

Leung  win  thfe  partial 
disclosure  of  statements  was 
unfair  to  Miss  Aw. 

Far  from  obstructing  pub- 
lic interest  by  not  prosecut- 
ing, Miss  Leung  said  her 
decision  was  in  part  based 
on  public  interest.  Sing  Tao 
then,  as  now,  was  feeing 
financial  difficulties,  and  a 
prosecution  would  be  an 
obstacle  to  restructuring, 
she  said. 

"If  the  group  should  col- 
lapse. its  newspapers  (which 
Include  one  of  only  two 
Rngiish  newspapers  In  Hong 
Kong)  would  be  compelled  to 
cease  operation.  I wish  to 
add  that  several  other  news- 
papers had  folded  in  late 
1996,  1937  and  1996. 

“Apart  from  the  staff  los- 
ing employment,  the  failure 
of  a well-established,  impor- 
tant media  group  at  that 
time  could  have  sent  a very 
bad  message  to  the  interna- 
tional community.'1 

The  message  delivered  yes- 
terday was  unpalatable  to 
many.  Margaret  Ng,  the  leg- 
islator chairing  the  panel 
which  met  with  Miss  Leung 
yesterday,  said  during  the 

hearing:  “1  cannot  help  feel- 
ing, if  this  is  the  sort  of 
thing  the  secretary  for  jus- 
tice would,  consider,  then 
how  would  that  not  give 
people  in  that  sort  of  posi- 
tion an  advantage  over  the 
ordinary  man  who  h»d  no 


ability  to  employ  anyone?0 

Miss  Leung's  concerns  for 
the  weD-being  of  Sing  Tao 
have  not  been  echoed  in 
other  parts  of  Hong  Kong. 
On  Tuesday,  the  High  Court 
blocked  the  latest  attempts 
to  sell-  a stake  of  the  com- 
pany, by  refusing  the  buyer 
a validation  order. 

That  Miss  Aw  needs  a 
court  order  to  sell  a 23  per 
cent  stake  in  Sing  Tao  is  a 
measure  of  how  far  be  for- 
tunes have  fallen:  bank- 
ruptcy petitions  have  been 
fiiad  against  her,  and  under 
Hong  Kong  laws  she  is  not 
completely  free  to  sell  her 
own  assets. 

Miss  Aw  is  one  of  the 
minority  of  Hong  Kong’s 
tycoons  to  have  been  bora  to 
riches,  only  to  lose  it  the 
more  common  model  is  that 
of  Li  Ka-shing  or  Jimmy  Lai, 
refugees  who  arrived  penni- 
less in  Hnng  Kong  and  went 
an  to  amass  huge  fortunes. 

Miss  Aw  inspires  little  of 
the  respect  or  warmth  some 
of  her  fellow-tycoons  enjoy. 
One  insider  critic  describes 
her  as  "the  empress  dowa- 
ger within  her  own  rhetoric 
she  is  very  effective  but  com- 
pletely misunderstands  the 
modem  world  and  conduct 
of  affairs”. 

Ill-timed  forays  into  Aus- 
tralian real  estate  and 
peripheral  businesses  have 
bled  the  group,  which  is  now 
down  to  one  non-core  busi- 
ness, a small  dental  practice. 


ScAy  Ave  she  was  bom  to  riches  only  to  kne  thara 


Past  doaic  show  the  hall- 
marks of  Hi-conceived  invest- 
ments and  have  fallen  foul  of 
regulators.  The  acquisition 
of  a stake  In  Jademan,  a 
loss-making  publishing  com- 
pany, shows  both. 

Sing  Tao  and  Miss  Aw  - 
hybrid  vehicles  combining 
the  public  and  private  com- 
panies are  typical  of  Miss 
Aw  - were  found  to  have 
breathed  the  territory's  take- 
overs and  mergers  code  by 
acting  in  concert  with,  the 
farmer  chairman  of  Jademan 
to  obtain  or  consolidate  con- 
trol in  Jademan. 

More  recently,  last  year 
Miss  Aw  received  an  unse- 
cured loan  of  (JSIlim 
(£914,000)  from  a . Sing  Tao 
subsidiary,  without  seeking 
independent  shareholders’ 
approval  or  announcing  the 
deal  — an  oversight  which 
contravened  Hong  Kong  list- 
ing rules. 

When  it  came  to  light,  the 


loan,  plus  interest,  was 
repaid.  Sing  Tao  is  now 
being  hammered  by  events 
beyond  its  control'  a falling 
property  market  and  reces- 
sion-induced belt  tightening. 

For  a newspaper  that  spe- 
cialised in  property  (for- 
merly a lucrative  source  of 
advertising  revenue  and 
readers),  this  has  been  a 
“double  whammy”. 

The  Standard,  which 
turned  in  a modest  profit 
last  year,  has  long  lost 
money  fought  a lretfag 
battle  against  the  strangle- 
hold enjoyed  by  the  South 
Ghina  Morning  Post.  It  was 

against  thia  background  that 
the  scam  to  boost  its  circula- 
tion was  conceived.. 

Miss  Leung  in  her  deci- 
sion not  to  prosecute,  may 
have  helped  keep  afloat  the 
61-yearold  Sing  Tao  Group. 
Whether  bankers  and  inves- 
tors will  be  as  considerate 
remains  to  be  seen. 


Beijing  drafts  new  laws  governing  bankruptcies 


By  James  Harding  in  Shanghai 

China’s  central  bank  is 
drafting  rules  to  govern  the 
failure  of  financial  institu- 
tions, in  a sign  that  the  gov- 
ernment may  be  preparing 
to  handle  more  closures. 

The  move  on  closures  and 
bankruptcies,  reported  in  the 
official  Economic  Daily  yes- 
terday, suggests  Beijing  is 
coming  to  grips  with  the 
destabilising  effects  on  lend- 


ing of  its  abrupt  decision  last 
October  to  shut  down 
Guangdong  International 
Trust  and  Investment  Corpo- 
ration (Gitic). 

At  the  same  time,  foreign 
bankers  have  run  into  trou- 
ble with  loan  repayments  by 
another  two  corporate  Chi- 
nese borrowers,  further  illus- 
trating bow  companies  in 
China  are  struggling  amid  a 
tightening  credit  squeeze. 

Shenyang  International 


Trust  and  Investment  Corpo- 
ration. a fund-raising  vehicle 
for  the  north-eastern  Chi- 
nese city  struggling  with  the 
closure  of  state-owned  indus- 
tries. has  defaulted  on  a 
number  of  bilateral  loans 
with  foreign  creditors.  Mean- 
while, European  bankers 
said  yesterday  other  over- 
seas lenders  were  negotia- 
ting to  recover  funds  on  a 
$30m  loan  to  China  Interna- 
tional Iron  and  Steel  Invest- 


ment Corporation,  a govern- 
ment investment  agency  for 
the  industry. 

Foreign  bankers,  whose 
loans  account  for  the  bulk  of 
Gitic’s  *4.37bn  outstanding 
debts,  have  generally 
stopped  new  lending  to  cor- 
porate Chinese  borrowers 
and  sought  to  claw  back 
funds  by  refusing  to  roll 
over  short-term  loans. 

Mike  Murad,  chief  execu- 
tive of  the  International 


Bank  of  Asia,  said  this  week 
that  IBA’s  lending-  to  China 
had  come  to  a standstill. 
“Banks  right  now  are  facing 
difficulties  as  far  as  how 
they  are  going  to  handle 
China,”  he  said,  suggesting 
that  no  new  loans  would  be 
made  until  the  regulatory 
environment  was  clarified. 

Two  of  the  largest  interna- 
tional banks  operating  in 
China  are  also  understood  to 
have  been  told  by  their  head 


offices  in  Japan  and  Ger- 
many that  no  new  loans  to 
Chinese  borrowers  will  be 
approved  for  the  time  being. 

Shenyang  file,  one  of  the 
239  trust  and  investment 
companies  that  have  been  a 
channel  for  foreign  invest- 
ment into  the  construction 
of  China's  provincial  infra- 
structure, offered  little  com- 
ment on  Us  debt  repayment 
problems.  An  official  said 
the  company  had  been  in 


discussions  with  creditors 
“on  the  payment  delay  of 
very  few  debts. . . On  the 
issue  of  whether  we  can 
repay  our  debts,  to  he  hon- 
est, it  is  not  convenient  to 
answer  that  question." 

Foreign  bankers  have  also 
sought  assurances  from  cen- 
tral government  that  they 
will  be  repaid  after  problems 
arose  on  a loan  to  China 
International  Iron  and  Steel 
Investment  Corporation.' 


Internet 

telephony 

licences 

promised 

^ Jamn  Kynge  in  Beffng 


China’s  telecoms  ministry 
retreated  yesterday  from 
previous  expressions  of  out- 
rage over  internet  telephony 
in  China,  saying  licensed 
companies  would  be  permit- 
ted to  offer  low-cost  interna- 
tional wiik  over  ftg  internet 

Tutor  this  year. 

Kit  Wu  Jtehuan,  file  min- 
ister of  information  indus- 
try, insisted  that  the  respon- 
sibility for  licensing  internet 
telephony  operations 

belonged  solely  to  the  minis- 
try, which  he  said  was 
responsible  for  ensuring  the 
development  of  a strong, 
dominant  state  carrier, 
China  Telecom. 

Another  senior  ministry 
official,  Chunjiang, 

accused  foreign  companies 
of  colluding  with  illegal  Chi- 
nese firms  to  offer  internet 
telephony  services,  which 
cost  China  Telecom  “hfltions 
of  renminbi"  in  lost  reve- 
nues last  year. 

“This-  is  tantamount  to 
information  smuggling. . . 
We  will  crack  down  very 
harshly  on  these  Illegal 
internet  phone  operations,” 
Mr  said. 

He  said  business  licences 
for  internet  telephony  ser- 
vices would  be  provided 
later  this  year,  but  be  did 
not  say  which  companies 
would  receive  them.  Ana- 
lysts  suggested  that  Unicom, 
the  second  state  carrier, 
could  be  granted  a licence. 

Last  month,  a court  in  the 
south-eastern  province  of 
Fujian  ruled  that  a local 
shop  offering  international 
internet  calls  was  not  acting 
illegally  because  internet 
technology  differs  from  tra- 
ditional telephone  services. 
The  ministry  of  information 
industry  fulminated  against 
the  ruling,  and  claimed  that 
file  judge  did  not  know  what 
he  was  doing 

to  the  past,  such  a power- 
ful ministry  would  probably 
have  been  able  to  prevail 
against  a provincial  court 
decision,  but  China’s  top 
leaders  now  say  they  are 
building  the  “rule  of  law". 
“We  respect  the  court's  judg- 
ment in  this  case,”  Mr  Zhang 
told  a news  conference. 

One  internet  telephony 
operator  in  Fujian  said  he 
had  been  emboldened  by  the 
court  dechnon  and  was  now 
advertising  his  product 
openly  in  newspapers.  “It 
costs  RMB 12  (14  cents)  per 
minute  to  call  America,  com- 
pared with  RMB  18  with 
China  Telecom,"  said  Zheng 
Yun  Fei,  who  was  installing 
the  technology  for  300  corpo- 
rate chants.  But,  Mr  Sieng 
said,  there  were  problems 
with  local  officials,  who 
argued  his  business  was 
unlicensed  and  therefore 
unlawful 

Analysts  said  the  threat  to 
China  Telecom  was  consider- 
able. 


Indian  current  account  ‘worsening’ 


By  Mart  Nicholson  In  New  Delhi 

India  is  headed  for  its  worst 
current  account  performance 
since  the  external  crisis  of 
1990-91.  which  forced  the 
country  to  embark  on  liber- 
alising reforms,  according  to 
a leading  economic  think- 
tank  in  Delhi. 

A “considerable  worsen- 


ing" of  India’s  trade  deficit 
looks  set  to  leave  an  38Abn 
current  account  deficit  for 
the  fiscal  year  ending  next 
month,  says  the  semi-inde- 
pendent National  Council  of 
Applied  Economic  Research 
(NCAER).  This  would  push 
the  current  account  deficit 
beyond  the  “prudent” 
threshold  of  2 per  cent  of 


gross  domestic  product  to 
the  highest  level  since 
1990-91. 

The  NCAER  says  In  Its  lat- 
est quarterly  report  that 
expected  export  growth  of 
just  2 per  cent  this  year  - 
the  figure  for  the  first  10 
months  is  so  far  negative  - 
and  a likely  6 per  cent 
growth  in  imports  will  leave 


a trade  gap  of  $18.6bn 
against  $l&3bn  a year  ear- 
lier. This  would  represent  an 
“alarming”  trade  deficit 
above  5 per  cent  of  GDP. 

The  council's  report  notes 
that  much  of  Wun*  for 
India’s  poor  trade  perfor- 
mance lies  to  slowing  global 
trade  since  1996  and  the 
Asian  crisis. 


Pressure  builds  up  for  BoJ 
to  buy  government  bonds 
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By  fifin  Tatt  and 
Rficbiyo  Kakamoto 

When  Masaru  Hayami, 
Japan’s  central  bank  gover- 
nor, was  called  to  testify  to 
the  country's  parliament 
yesterday,  historians  might 
have  felt  an  ominous  sense 
ofd&dvu. 

Sixty  years  ago.  in  the 
run-up  to  the  second  world 
war,  Japan's  central  bank 
was  forced  by  politicians  to 
buy  Japanese  government 
bonds  (JGBs)  to  fund  a 
spending  spree. 

This  triggered  a disastrous 
inflationary  spiral,  and  later 
prompted  the  government  to 
ban  the  Bank  of  Japan  (BoJ) 
from  buying  bonds  directly 
from  the  government. 

But  yesterday,  Mr  Hayami 
was  faced  with  pleas  from 
some  Japanese  politicians 
that  the  BoJ  should  do  just 
that  The  question  mesmeris- 
ing the  markets  Is  whether 
the  hank  will  succumb  to  the 
pressure  a second  time,  with 
similar,  risky  consequences. 

Mr  Hayami  insists  that  the 
answer  is  No.  Buying  JGBs 
directly  “is  not  a viable 
option  at  all”,  he  told  parlia- 
ment, insisting  that  the 
move  would  shatter  the 
bank’s  credibility  after  it 
won  independence  last  year. 

But  the  pressure  on  Mr 
Hayami  is  rising  fast,  as 
bond  yields  tumble. 

The  bank  is  already 
facing  accusations  that  It 
has  not  done  enough  to 
boost  growth  in  Japan.  “The 
BoJ  is  slacking,”  says  Kozo 
Yamamoto,  an  LDP  parlia- 
mentarian and  a former 
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finance  ministry  bureaucrat. 

More  specifically,  Idhlzo 
Ohara,  a politician  from  the 
ruling  Liberal  Democratic 
party,  has  asked  the  hank  to 
consider  purchasing  up  to 
YS.OOObn  (944bn)  in  JGBs  for 
two  years. 

Osamu  Watanabe,  vice- 
trade  minister,  yesterday 
also  called  on  the  hank  to 
cobsider  the  idea  if 
long-term  interest  rates  fluc- 
tuated wildly.  Japanese  offi- 
cials admitted  that  the  con- 
cept had  been  discussed  with 
their  US  counterparts  at 
Davos. 

Such  demands  have  been 
triggmed  by  two  factors.  One 
Is  a recent  announcement 
that  the  Trust  Fund  Bureau, 
an  arm  of  the  Finance  Minis- 
try which  manages  postal 
savings,  will  soon  stop  buy- 
ing JGBs  because  of  a loom- 
ing- funding  sqnanro  • 

This  announcement  has 
already  pushed  bond  prices 
sharply  lower,  as  the  bureau 
has  traditionally  been  a key 


JGB  purchaser.  Some  politi- 
cians want  the  bank,  to  fill 
the  gap,  to  avert  farther 
bond  price  falls  before  the 
end  of  the  1998  fiscal  year. 

A second,  broader  reason 
is  that  Japan  seems  to  be 
moving  Into  a deflationary 
trap.  The  bank  cannot  easily 
avert  this  by  slashing  the 
official  interest  rate,  as  this 
is  a mere  0.5  per  cent. 

But  economists  point  out 
that  if  It  buys  JGBs  it  might 
create  inflation,  since  this 
would  give  the  government 
mare  “cash”.  This,  the  argu- 
ment goes,  could  boost 
growth  overall,  and  help 
soften  the  spiralling  national 
debt  burden.  . 

As  one  senior  government 
official  recently  admitted:  “I 
think  In  the  long  term  a 
little  inflation  may  be  the 
best  solution.” 

The  bank  retorts  that 
creating  “a  tittle  inflation”  Is 
extremely  risky.  For  what 
started  as  a limited  step  in 
the  1930s  -rapidly  spiralled 
out  of  control,  with  politi- 
cians using  it  as  an  excuse 
to  raise  spending  farther. 

“This  would  be  a huge 
gamble,”  one  senior  bank 
official  recently  said.  “If  you 
lose  central  bank  credibility, 
it  will  take  another  £0  years 
to  recover  it" 

Outside  the  bank,  many  of 
Japan's  naturally  conserva- 
tive bureaucrats  would 
agree. 

If  the  bank  did  thia,  “the 
message  to  the  markets 
would  be  that  the  BoJ  has 
abandoned  its  responsibility, 
and  interest  rates  could  rise 
farther- or  the  yen  could  col- 


lapse,” says  an  official  at  the 
Ministry  of  International 
Trade  and  Industry. 

Given  this  lack  of  consen- 
sus. most  observers  suspect 
that  Mr  Hayami  can  fend  off 
the  politicians’  demands  for 
the  moment  Some  are  sug- 
gesting that  the  bank's  next 
move  will  be  to  offer  token 
gestures  of  “alternative" 
action. 

One  idea  is  that  the  bank 
should  lower  Interest  rates 
to  zero  soon. 

Another  proposal  is  that  it 
should  “reshuffle”  its  bal- 
ance sheet,  by  selling  some 
of  the  Y20,Q00hn  in  govern- 
ment short-term  securities 
that  it  holds,  and  replacing 
them  with  10-year  JGBs 
bought  from  the  market, 
rather  than  the  government. 

. But  if  the  economy  wom- 
ens later  this  year,  this  may 
not  be  enough  to  fend  off  the 
politicians'  demands,  despite 
Mr  Hayami’s  obstinate 
nature. 

As  most  bureaucrats 
know,  another  hallmark  of 
the  1930b  was  that  the  finan- 
cial officials  rarely  stayed  to 
thdr  posts  long. 

Mr  Hayami.  could  yet 
prove  dispensable,  given 
that  he  is  already 

As  Brian  Rose  of  Warburg 
Dillon  Read  says:  "With  an 
election  looming  [next  year) 
and  growing  pressure  from 
the  rest  of  the  world,  we  can 
envisage  a scenario  where 
Governor  Hayami  steps 
down  to  make  room  for 
someone  with  a more  "flexi- 
ble’ attitude”, 

EdHorial  Comment,  Page  -15 
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Nigeria  bows 
to  IMF  on  oil 
company  audit 


INTERNATIONAL 


Ofl  exports  account  for  99%  of  foreign  exchange  earnings  Penes 


Dutch  to  probe 
El  Al  crash 


By  Mfebaei  Holman, 
Ahtea  Editor,  in  London 


Nigeria  has  for  the  first  time 
accepted  external  auditing  of 
the  accounts  of  the  state- 
owned  ofl  company  as  a con- 
dition of  the  country's  hew 
provisional  deal  with  the  Int- 
ernational Monetary  Fund. 

The  military  government, 
due  to  hand  over  to  civilian 
at  the  end  of  May,  will  also 
provide  the  Fund  with 
monthly  figures  of  foreign 
exchange  flows  to  and  from 
the  country’s  central  hanfr 

The  pledges,  intended  to 
address  creditor  and  donor 
concerns  about  corruption 
and  to  tie  in  the  proposed 
civilian  administration  to 
transparent  government,  are 


dum  to  Michel  Camdessus, 
the  Fund’s  managing  direc- 
tor, from  Ismail  a Usman, 
Nigeria's  finance  minister. 

A memorandum  from  Mr 
Usman  to  the  IMF  goes  to 
the  country’s  military  execu- 
tive shortly,  and  although  it 
is  expected  to  be  approved. 
Fund  and  other  officials 
warn  that  implementation 
will  encounter  strong  opposi- 
tion from  vested  Interests. 

Oil  exports  of  just  under 


exchange  earnings,  and  the 
sector  directly  or  indirectly 
provides  much  of  the  patron- 
age that  controls  the  coun- 
try's political  system. 

The  document  warns  the 
country  faces  “daunting 
challenges",  with  a 1.6  per 
cent -fall  in  gross  domestic 
product  forecast  For  this 
year. 

Low  prices  saw  oil  earn- 
ings fall  from  $14J9bn  in  1997 
to  SS.3bn  to  1998.  and  the 
current  account  trade,  bal- 
ance- swung  from  a surplus 
of  $L9bn  to  a-  deficit  of  an 
estimated  $&lbn  (9.1  per 
cent  of  GDP)  over  the  same 
period. 

External  debt  at  the  gnri  of 
last  year  was  stood  at  an 


entirely  to  Paris  Club  credi- 
tors. J 

The  memorandum  places 
emphasis  on  ways  to  con- 
vince the-  Fund,  and  scepti- 
cal creditors  that  Nigeria  is 
determined  to  pot  its  house 
in  order  and  pave  the  way  to 
debt  rescheduling  and' fresh 
loans. 

Recognising  the  need  for 
what  it  calls  “greater  trans- 
parency”, the  memorandum 
promises  to  bring  the  notorl- 


would  be  unprecedented 
public  scrutiny. 

“Externally  audited 
accounts  for  1998  will  be 
completed  and  submitted  to 
the  office  of  the  Auditor 
General  by  June  1999,  and 
published  shortly  thereaf- 
ter,"  says  the  memorandum. 

“A  fUll  accounting  of  the 
upstream  and  downstream 
operations  in  1998  of  the 
NNPC.  including  all  oil  reve- 
nue and  related  spending, 
wiD  be  published.” 

The  memorandum  also 
promises  that  “information 
fully  accounting  for  foreign 
exchange  inflows  to,  and 


outflows  from,  the  Central 
Rank  of  Nigeria  (with  large 
transactions  separately  Iden- 
tified) will  be  provided  to  the 
IMF  each  month  during 
1999". 

In  addition  to  allowing 
close  Fund  monitoring  of  the 
NNPC  and  the  bank,  the 
memorandum  says  the  gov- 
ernment “intends  to  con- 
duct, with  the  assistance  of 
the  IMF,  a thorough  review 
of  the  laws  establishing  the 
main  principles  and  institu- 
tions" of  government  by  the 
end  of  May.  the  date  set  for 
the  handover  to  a civilian 
administration. 


By  Jeremy  Gray  in  Amsterdam 


The  Dutch  government 
yesterday  launched  a fresh 
inquiry  Into  allegations  that 
the  El  Al  jumbo  jet  which 
crashed  into  an  Amsterdam 
suburb  more  than  six  years 
ago  was  carrying  a danger- 
ous load,  including  sub- 
stances used  to  make  sarin 
nerve  gas. 

The  latest  probe  comes 
amid  mounting  concern  that 
the  Dutch  authorities  - 
which  had  long  insisted  that 
the  cargo  was  harmless  - 
had  tried  to  hush  up  its 
exact  contents.  Since  the 
1992  disaster,  which  claimed 
at  least  50  lives,  hundreds  of 
people  in  the  area  have  suf- 
fered health  problems,  some 
of  them  similar  to  those 
experienced  by  soldiers 
exposed  to  chemical  weap- 
ons in  the  Gulf  War. 

Mr  S.  Koopmans,  Amster- 
dam's chief  air  traffic  con- 
troller at  the  time,  told  a 
parliamentary  inquiry  on 
Wednesday  that  transcripts 
of  a taped  conversation 
revealed  El  Al,  the  Israeli 
state  airline,  had  informed 
Dutch  aviation  authorities 
within  30  minutes  of  the 
crash  that  the  Boeing  747 
had  “explosives  on  board, 
cartridges,  poison,  harmless 
flammable  gases  and  .flam- 
mable liquids”.  Mr  Koop- 
mans added  that  half  an 
hour  later,  El  Al  suddenly 
urged  the  Dutch  control 
tower  to  keep  the  cargo  list 
“under  wraps". 

Suspicions  were  further 


fuelled  when  it  was  disclosed 
that  the  recording,  which 
was  handed  to  the  commit- 
tee two  weeks  ago,  bad  been 
tucked  away  in  a Schiphol 
airport  safe  for  the  last  six 
years. 

Mr  Koopmans’  claims  were 
later  denied  by  both  El  Al 
and  F.  Erhart,  head  of  the 
initial  probe  at  the  scene  of 
the  disaster,  who  testified 
that  he  had  found  no  traces 
of  dangerous  substances  on 
the  flight,  which  was  bound 
from  New  York  to  Tel  Aviv 
via  Amsterdam.  Moreover. 
Mr  Erhart  maintained  that 
the  matter  was  “based  on  a 
miRiiTiriaT^fcmtting"  and  that 
the  air  bills  had  probably 
been  muddled  with  those 
from  an  earlier  El  Al  flight, 
which  he  said  unloaded 
munitions  in  Amsterdam. 

The  parliamentary  inquiry 
was  set  up  late  last  year 
after  Dutch  media  reports 
that  the  load  included  ingre- 
dients to  produce  sarin 
nerve  gas. 

The  Israeli  authorities 
later  confirmed  that  the 
cargo  included  the  chemical 
DMMP,  which  is  used  in 
making  sarin,  but  asserted 
that  the  substance  itself  was 
non-toxic. 

Yesterday,  justice  ministry 
nffirialB  in  Amsterdam  and 
Haarlem  launched  a separate 
investigation  to  determine 
whether  there  was  a conspir- 
acy to  conceal  the  contents 
of  the  shipping  list.  This 
probe  will  also  concern  itself 
with  other  Issues  such  as  the 
missing  cockpit  recorder. 


oosly  lax  management  of  the 
2m  barrels  a day  account  for  Nigerian  National  Petroleum 
95  per  cent  of  foreign  Corporation  under  what 


estimated'  $28 ,8b n,  'including 
among  terms  set  out  last  $l7.7bn  arrears',  ' almost 
month  in  a policy  memoran- 


Sports  body  takes  moderate  line  on  doping 


By  Pat  Butcher  in  London 


With  all  the  gra vitas  they 
could  muster  in  the  middle 
of  the  vote-buying  scandal, 
and  with  the  cachet  of  prom- 
inent members  of  govern- 
ments from  around  the 
world  present,  Olympic 
administrators  yesterday 
announced  new  proposals 
against  drug-taking  in  inter- 
national sport 
At  the  conclusion  of  the 
three-day  World  Conference 
on  Doping  in  Sport  at  the 


International  Olympic  Com- 
mittee headquarters  in  Lau- 
sanne. Switzerland,  mea- 
sures to  penalise  not  only 
athletes  involved  in  doping, 
but  their  entourage  as  wen 
were  mitigated  by  high-pro- 
file opposition  to  sanctions. 

There  is  to  be  a stream- 
lining of  the  testing  and 
appeals  procedures,  to 
ensure  no  conflict  with 
national  and  international 
law,  but  transgressors  of  the 
Olympic  Movement  Medical 
Code  can  now  include 


“coaches,  instructors,  offi- 
cials, and  all  medical  and 
paramedical  staff  working 
with  athletes  or  treating  ath- 
letes". 

An  . independent  Interna- 
tional Anti-Doping  Agency, 
to  which  the  IOC  has  com- 
mitted S25m,  should  be  oper- 
ational by  the  Olympic 
Games  in  Sydney  in  18 
months'  time. 

There  is  to  be  a minimum 
two-year  sanction  for  a first 
doping  offence  across  the 
Olympic  sports,  yet  a pro- 


viso of  “possible  modifica- 
tion” has  been  criticised  fol- 
lowing widely  quoted 
remarks  by  Sepp  Blatter,  the 
president  of  football’s  world 
governing  body  Fifa,  and 
Hein  Verbruggen,  president 
of  the  International  Cycling 
Union.  Both  finally  agreed 
with  the  two-year  sanction, 
but  said  they  needed  to  take 
it  bock  to  their  federations 
before  implemention. 

Mr  Blatter’s  suggestion 
that  amateurs  and  profes- 
sionals should  be  penalised 


differently  is  seen  as  disap- 
pointing. 

Mr  Verbruggen  suggested 
that  anti-drug  legislation 
was  a waste  of  time,  which, 
coming  after  the  Tour  de 
France  episode  last  summer 
is  regarded  as  compounding 
an  oversight. 

These  proposals  may  not 
be  enough  to  save  the  presi- 
dency of  Juan  Antonio 
Samaranch.  He  has  been 
openly  criticised  by  mem- 
bers who  have  discreetly 
supported  him  in  the  past 


Mr  Samaranch  cannot 
escape  the  fact  that  the  vote- 
selling  scandal  over  bidding 
for  Olympic  venues  has 
occurred  during  his  presi- 
dency. 

So  for,  four  IOC  members 
involved  ini  the  vote-selling 
scandal  have  resigned,  and 
others  are  likely  to  follow. 
Critics  say  nothing  but  a 
wholesale  reorganisation 
and  democratisation  of  the 
Olympic  movement  will 
restore  faith  in  the  institu- 
tion. 


‘FAILURE  OF  INTERNAL  ORGANS’ 

King  Hussein 
flies  home  as 
health  worsens 


By  David  Gardner,  Middle  East 
Edtnr,  In  London 


King  Hussein  of  Jordan  was 
last  night  in  critical  condi- 
tion and  being  flown  home 
from  the  US  clinic  where  be 
was  being  treated  for  cancer. 

A statement  by  his  per- 
sonal physician  said  the  vet- 
eran monarch's  condition 
had  deteriorated  after  “the 
failure  of  the  function  of 
internal  organs”,  following  a 
bone  marrow  transplant  to 
counter  a recurrence  of  non- 
Hodgkin's  lymphoma.  He  is 
expected  to  arrive  in  Amman 
today. 

As  King  Hussein’s  Illness 
has  worsened  over  recent 
weeks,  Jordan’s  western  and 
Arab  allies  have  expressed 
worries  about  the  future  of 
the  desert  kingdom  - sur- 
rounded by  powerful  neigh- 
bours such  as  Iraq,  Israel 
and  Syria  which  in  the  past 
have  not  hesitated  to  inter- 
vene in  its  affairs. 

The  king,  who  has  ruled 
Jordan  for  46  of  his  63  years, 
had  undergone  chemother- 
apy and  an  earlier  bone  mar- 
row transplant  at  the  Mayo 
Clinic  in  Rochester,  Min- 
nesota. during  six  months  of 
treatment  last  year. 

Last  month  he  returned  to 
a tumultuous  welcome  in 
Amman,  apparently  cured. 
But  he  immediately  aston- 
ished Jordanians  by  sacking 
his  brother  Hassan  - his 
crown  prince  and  confidant 
for  34  years  - and  installing 
his  eldest  son  Abdullah,  37, 
as  his  heir. 

The  dynastic  upheaval 
was  followed  by  a relapse  in 
his  condition  and  he 
returned  to  the  US  on  Jan- 
uary 26,  leaving  Crown 
Prince  Abdullah,  the  com- 
mander of  the  Jordanian 
army's  elite  Special  forces, 
as  his  regent. 

Jordanians  have  been 
bracing  themselves  for  the 
death  of  the  only  ruler  most 
of  them  have  known,  since 
King  Hussein's  first  bout  of 
cancer  in  1992.  But  few  had 


expected  the  internal  strug- 
gles of  the  Hashemite  royal 
family  - an  800  years-old 
dynasty  from  the  Hijaz  in 
what  is  now  western  Saudi 
Arabia  - to  come  so  messily 
out  into  the  open. 

In  a letter  to  Prince  Has- 
san made  public  shortly 

before  his  return  to  the  US. 

the  king  accused  his  brother 
of  intrigue,  smearing  his 
fourth  wife  Queen  Noor,  and 
most  strikingly,  of  meddling 
in  the  armed  forces. 

Jordan's  population  is 
around  two  thirds  Palestin- 
ian in  origin,  and  Hashemite 
rule  is  based  ultimately  on 
an  army  staffed  and  led  by 
Bedouin  tribesmen  from  the 
south  and  east  of  the  coun- 
try. 

Late  last  week,  Madeleine 
Albright,  US  secretary  of 
state,  flew  to  Amman  to 
declare  publicly  Washing- 
ton's support  for  Crown 
Prince  Abdullah,  and 
pledged  additional  economic 
and  military  aid. 

Despite  having  followed  a 
rigorous  programme  of 
structural  reform  overseen 
by  the  International  Mone- 
tary Fund,  Jordan's  econ- 
omy is  in  deep  trouble.  Eight 
years  of  UN  sanctions 
against  Iraq  have  shut  down 
its  main  market,  while  the 
cross  border  investment  and 
trade  the  king  envisaged 
would  follow  peace  with 
Israel  has  not  materialised. 

The  1994  peace  treaty  with 
Israel,  always  unpopular, 
has  become  widely  reviled 
since  the  regional  peace  pro- 
cess camB  to  a halt  under 
the  Israeli  government  of 
Benjamin  Netanyahu, 
elected  in  1996. 

President  Bill  Clinton, 
speaking  before  a gathering 
at  the  “National  Prayer 
Breakfast”  yesterday,  said: 
“I  ask  you  to  pray  for  our 
King  Hussein,  a wonderful 
human  being,  a champion  of 
peace  who,  I promise  you 
today,  is  fighting  for  his  life 
mostly  - so  he  can  continue 
to  fight  for  peace." 


WORLD  TRADE 


Tanker  charter  rates  predicted  to  decline 


By  Charles  Batchelor, 
Transport  Correspondent 


Charter  rates  for  larger 
tankers  are  expected  to  fall 
over  the  next  two  to  three 
years  as  new  ships  come  Into 
service  at  a time'  of  flat 
demand,  according  to  an 
annual  review  by  Petroleum 
Economics  consultancy. 

But  the  outlook  predicts 
that  demand  for  tanker 
capacity  will  increase  and 
that  prices  will  rise  again 


after  this  downturn,  pro- 
vided the  oil  price  remains 
low.  The  review  says  the 
slowdown  in  new  explora- 
tion spending  will  ttibaw  that 
the  world  will  become  more 
dependent  on.  Middle  East 
sources  of  all 
New  ship  orders  rose  to  a 
25-year  high  in  -1997-98  while 
scrapping  levels  fell  because 
of  strong  demand  for  crude 
oil  tankers.' Average  charter 
rates  for  very  large  crude 
carriers  (VLCC)  were  the 


highest  for  16  years  in  1997. 

As  these  new  ships  come 
into  service  over  the  next 
few  years  rates  for  VLCCs 
and  180,000-dwt  tankers  are 
projected  to  foil  and  could 
return  to  the  lows  of  1992-94, 
the  review  said.  Smaller  ves- 
sels will  not  be  so  badly 
affected. 

The  daily  spot  rate  for  a 
1990s-built  VLCC  could  fofl 
from  $25,750  last  year  to 
$21,750  in  2000  with  a slight 
rise  to  $22£00  in  2002.  Older 


VLCCs  are  likely  to  fall  from 
$20,750  to  $16,750  in  2000 
recovering  to  $17,500  in  2002. 

The  next  few  years  will 
also  see  a change  in  trade 
flows,  according  to  forecasts. 
Lower  volumes  of  crude  oil 
are  expected  to  be  moved 
from  the  Middle  East  to  the 
west  but  larger  tankers  will 
be  required  to  move  oil  from 
the  Atlantic  basin  - North 
Sea.  offshore  Africa  and  Bra- 
zil, Venezuela  and  the  Gulf  - 
to  the  Asia-Pacific  region. 


In  the  products  markets. 
Middle  East  exports  to  Asia 
are  likely  to  decline  but  this 
could  be  more  than  compen- 
sated for  by  growth  in  Mid- 
dle East  shipments  to  the  US 
and  Europe.  In  the  slightly 
longer  term,  however,  pro- 
vided oil  prices  stay  at  pres- 
ent low  levels  of  $10-$12  per 
barrel,  charter  rates  could 
rise  steeply,  the  review  said. 

The  exploration  slowdown 
in  nan-Opec  areas  could 
limit  any  expansion  of  short- 


distance  oil  shipments  leav- 
ing room  for  substantial 
increases  in  shipments  of 
long-haul  Middle  East  crude. 

Spot  price  for  19905-built 
VLCCs  could  rise  from 
$25,750  to  $37,000  in  2005  and 
$41,250  in  2010.  Older  tankers 
could  rise  from  $20,750  last 
year  to  $36,250  in  2010. 

• World  Tanker  Outlook  to 
2010.  Petroleum  Economics,  3, 
Lloyds  Avenue,  London 
EC3N  3DS  Tel  +44  (O)  171 
553  2000.  £2.000 


Disaster-hit  Central 
America  pleads  for 
US  trade  openings 


James  Wilson 

reports  countries  hit 
by  Hurricane  Mitch 
need  to  export  to 
rebuild  themselves 

alk  of  furthering  Central 
America's  painful  recu- 
peration from  Hurricane 
ch  brings  out  the  old 
logy  about  the  difference 
ween  giving  a man  a fish 
eat  and  giving,  him  the 
ms  to  catch  one. 

/hilp  continued  interna- 
lal  aid  is  vital,  those 
olved  in  rebuilding  say 
devastated  region  really 
ds  the  chance  to  trade  ha 
j to  sustained  recovery, 
or  Central  America,  that 
ms.  a .helping  hand  from 
US,  by  for  the  region’s, 
jest  trading  partner.  In 
d lobbying  with  Washing- 
- to  be  continued  when 
isident  Bill.  Clinton 
Ives  for  a summit  next 
nth  - the  countries  hit  by 
ch  are  mice  more  presfr- 
for  improvements  to  the 
ibbean  Basin  Initiative,. 

19-year-old  US  trade 
ime  that  is  one  of  the 
ion's'  most  important 
ways  to  US  markets, 
iter  the  hurricane  there 
teoty  of  public  goodwill, 
s- week  a bipartisan  trio, 
US  senators  unveiled  a 
posed  Central  American- 
[ Caribbean  Belief  Act. 
ieh  would,  make-  CB1 


enhancement  a central  plank 
of  a broad  aid  package  for 
the  area,  which  includes  24 
countries  of  Central  America 
and  . the  Caribbean.  There 
are  also  pledges  of  support 
from  the  Clinton  administra- 
tion. 

However,  with  Mr  Clin- 
ton’s authority  undermined 
by  impeachment,  with  differ- 
ent ideas  in  Senate  and  Con- 
gress about  what  to  do  on 
CBI,  and  with  opposition 
from  powerful  lobby  groups, 
any  trade  deal  is  likely  to 
fall  short  of  the  region’s 
hopes. 

Nor.  is  a disturbing  US 
trade  deficil-an  auspicious 
backdrop  for  any  moves  to 
free  trade  further.  The  White 
House's  own  Intentions,  set 
out  in  the  2000  budget  pack- 
age announced  on  Monday, 
are  to  give  CBI  countries 
only  a two-year  window  of 
expanded  trade  benefits  on 
textile  and  apparel 

One  Senate  official  says: 
“There  is  more  motivation, 
[to  enhance  CBI  trade]  as  a 
result  of  Hurricane  Mitch, 
but  you  also  have  to  realise 
that  the  political  dynamics 
are  still  there,  and  it  raises  a 
question  mark  as  to  how 
much  you  can  move  as  part 
of  a CBI  package." 

Changes  to  the  CBI  have 
been  a regular  demand  of. 
. beneficiary  odontites  in  Cen- 
tral America  and  the  Carib- 
bean since- regional  rival 
Mexico  strengthened  Its 
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trade  links  with  the  US 
through  the  1994  North 
American  Free  Trade  Agree- 
ment While  CBI  cuts  duty 
levels  on  many  products,  its 
advantages  are  not  as  com- 
prehensive as  Mexico's 
under  Nafta. 

The  biggest  bugbear  for 
CBI  countries  remains  treat- 
ment of  apparel  exports. 
Location  and  cheap  labour 
make  the  CBI  countries 
attractive  for  US  garment 
manufacturers,  which  have 
established  scores  of  facto- 
ries to  assemble  clothes  cut 
from  US  fabric  that  are  then 
re-exported  to  the  US.  In 
1997.  apparel  made  up  46  per 
cent  of  the  US’s  $l6.8bn  of 
imports  from  CBI  countries. 

But  apart  from  one  special 
programme,'  textiles  and 
apparel  are  excluded  from 
CBI  and  apparel  finished  in 
CBI  countries  is  still  subject 
to  duty  on  the.  part  of  its 
value  added  locally.  Studies 
by  the  US  International 


Trade  Commission  show 
that  typical  garments  from 
CBI  countries  pay  overall 
duty  of  5.S  per  cent  Similar 
imports  from  Mexico  attract 
no  duty. 

After  the  hurricane’s  huge 
setback,  creating  assembly 
plant  growth  is  even  more  of 
a priority.  Costa  Rica’s  presi- 
dent, Miguel  Angel  Rodri- 
guez, says  : “For  small  coun- 
tries, in  order  to  have  more 
attraction  for  investors,  you 
need  to  have  access  to  mar- 
kets. That  is  what  creates 
the  opportunities.” 

Luis  Cosenza,  president  of 
the  Foundation  for 
Investment  and  Develop- 
ment of  Exports  in  Hondu- 
ras, says:  "To  compete  prod- 
ucts we  have  had  to  produce 
with  a minimum  of  national 
content,  because  of  the  pres- 
ent tariff  structure.  We  hope 
that  as  a minimum  we  can 
change  that  situation  and  be 
allowed  to  add  more  value  to 


the  product"  Last  year,  he 
says,  Honduras’s  $2bn  of 
apparel  exports  included  just 
$460m  of  locally  added  value. 

But  changes  to  CBI  are 
dependent  on  the  US  Con- 
gress, which  has  several 
times  previously  failed  to 
back  similar  moves. 

Democrat  Senator  Bob 
Graham,  one  of  the  men 
behind  the  introduction  of  a 
relief  bill  this  week,  has  also 
been  behind  earlier  efforts  to 
help,  and  is  a recent  visitor 
to  the  region.  But  political 
reality  and  an  active  textile 
lobby  indicates  Mr  Graham's 
package  would  foil  short  of 
Mexico-type  treatment 

“He  feels  it  is  very  impor- 
tant to  give  them  something. 
This  is  legislation  with  less 
than  complete  parity  in  the 
interests  of  some  progress." 
says  a staff  member  close  to 
the  plans. 

“Where  you  run  Into  prob- 
lems is  if  you  allow  [CBI 
countries]  to  get  duty  free 


treatment  on  regional 
[rather  than  US]  fabrics, 
because  then  the  textile 
manufacturers  will  oppose.” 
Any  bill  has  also  to  find 
support  in  the  House  of  Rep- 
resentatives - and  it  has  pre- 
viously been  at  odds  with 
the  Senate,  with  key 
congressmen  favouring  more 
far-reaching  free  trade  laws. 
“There  is  going  to  have  to  be 
some  hard  thinking  done  to 
bridge  the  gap  between  the 
House  and  the  Senate,  and 
within  the  House,"  said  a 
House  official 
Mr  Cosenza  acknowledges 
the  political  situation  does 
not  favour  moves  towards 
trade  opening.  “It  all 
depends  how  ambitious  we 
are.  The  more  ambitious  we 
are  the  less  probable  it  is 
from  the  political  point  of 
view.  But  1 think  we  will  get 
something.  We  hope  that  the 
situation  that  affects  our 
countries  allows  some  open- 
ing to  the  US  market.” 


NEWS  DIGEST 

DEMAND  F0R  EU-VWDE  ACCORD 

Brussels  moves  against 
Dutch-US  aviation  deal 

The  European  Commission  has  started  legal  proceedings 
against  the  Dutch  government  for  concluding  a bilateral 
aviation  deal  with  the  US  which  the  Commission  says  dis- 
torts the  European  Union's  liberalised  air  market  The 
move  brings  to  10  the  number  of  countries  against  which 
the  Commission  has  taken  action  for  bypassing  Brussels 
and  setting  up  bilateral  open-skies  agreements.  The  others 
are  the  UK,  Austria,  Belgium,  Denmark,  Finland,  Germany, 
Luxembourg,  Sweden  and  Franca 

Neil  Kinnock,  the  EU  transport  commissioner,  has  waged 
a long  campaign  to  win  the  approval  of  member  states  to 
seek  an  EU  wide  deal  with  the  US.  It  hopes  to  win  a man- 
date later  this  year. 

The  Dutch  government  concluded  its  deal  with  Washing- 
ton before  the  European  air  market  was  liberalised.  How- 
ever, a political  agreement  on  the  liberalisation  package 
had  been  reached  by  member  states  at  the  point  the  deal 
was  signed.  The  Commission  believes  this  renders  the 
agreement  unlawful.  The  Dutch  open  skies  deal  was  con- 
sidered important  for  Amsterdam's  Schiphol  airport 
Emma  Tucker,  Brussels 


UKRAINE  CONTRACT 


Gas  pipe  deal  to  repay  debts 

Ukraine's  state  gas  company  Neftegaz  Ukraini  has  signed 
a contract  with  Gazprom  of  Russia  to  build  a 555km  gas 
pipeline  in  order  to  pay  off  $25 Dm  of  a $1.1  bn  debt  it 
owes  for  gas  imports,  Ihor  Bakai,  Neftegaz  Ukraini  chair- 
man, said  yesterday. 

The  pipeline  will  be  built  in  parallel  to  an  existing  line 
between  the  towns  of  Ananiv  and  Ismail  in  southern 
Ukraine,  and  Gazprom  will  use  the  One  to  expand  gas 
exports  to  western  Europe.  Ukraine  relies  on  Russia  for  70 
per  cent  of  its  gas  supplies,  but  often  falls  behind  with  its 
payments,  especially  In  winter.  Gazprom  has  frequently 
accused  Ukraine  of  stealing  gas  bound  for  Europe,  which 
imports  a quarter  of  its  gas  from  Russia  through  Ukrainian 
pipelines.  Mr  Bakai  said  his  company  would  also  supply 
Gazprom  with  $26m  worth  of  pipeline  equipment  as  pay- 
ment for  current  gas  supplies,  pledging  that  Ukraine's  gas 
debt  in  Russia  “will  not  Increase"  in  1999. 

Charles  Clover,  Kiev 


US  ANTIDUMPING 


Duties  imposed  on  mushrooms 

The  US  Department  of  Commerce  has  imposed  antidump- 
ing duties  on  preserved  mushrooms  from  India,  China  and 
Indonesia.  The  action  follows  a decision  by  the  US  Interna- 
tional Trade  Commission,  which  ruled  that  preserved 
mushrooms  imported  from  the  three  countries  were  being 
sold  at  less  than  fair  market  value  and  hurting  US  indus- 
tries. 

A complaint  was  filed  late  last  year  stating  that  pre- 
served mushroom  Imports  from  Chile,  India,  China,  and 
Indonesia  were  injuring  domestic  preserved  mushroom 
producers. 

A final  determination  ruling  that  preserved  mushrooms 
from  Chile  were  being  sold  at  less  than  fair  value  was 
Issued  last  November.  ShHpa  Mohan,  Washington 
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NORTHERN  IRELAND  PARTIES  URGED  TO  SHOW  COURAGE  AS  PARAMILITARY  ACTIVITY  INCREASES 


Minister  insists  ceasefires  intact 


By  Jotm  Murray  Brown 
In  Dutfin 


Ceasefires  in  Northern 
Ireland  were  intact  despite  a 
rise  in  punishment  attacks 
and  recent  disclosures  about 
paramilitary  weapons.  Mo 
Mowlam,  chief  Northern 
Ireland  minister  in  the  UK 
government,  said  yesterday. 

The  peace  process  was 
entering  "a  very  difficult 
period”,  she  said  outside  the 
prime  minister’s  residence  in 
Downing  Street.  London.  She 
urged  everyone  involved  to 
show  the  “determination, 
flexibility,  courage  and  just 
sheer  guts”  to  move  forward. 

Her  statement  came  after 


the  Irish  Republican  Army 
disclosed  in  the  journal  An 
Phoblacht/Republicau  News 
that  some  of  its  weapons  had 
been  “stolen”  by  republican 
opponents  of  the  peace  pro- 
cess and  not  all  had  been 
recovered. 

Claims  that  the  anti-repub- 
lican Ulster  Volunteer  Force 

was  rearming  were  con- 
tinued. by  the  Progressive 
Unionist  party.  Its  political 
wing.  “They  are  not  threat- 
ening the  ceasefire  or  the 
agreement,  but  they  are  get- 
ting edgy  and  they  are  tell- 
ing us  we  should  be  getting 
edgy  as  well,"  said  David 

Ervine.  the  party's  chief 
negotiator. 


Meanwhile,  the  opposition 
Conservative  party  contin- 
ued to  demand  a halt  to 
releases  of  paramilitary  pris- 
oners until  punishment 
attacks  ceased.  Government 
officials  said  it  would  be  dif- 
ficult to  prove  that  a para- 
military organisation  had 
broken  Its  ceasefire-  That 

would  probably  require  a 
public  claim  of  responsibility 
after  an  attack  on  police  or 
the  British  army.  Punish- 
ment beatings  are  carried 
out  against  members  of  the 
paramilitaries*  own  commu- 
nities so  that,  to  use  police 
terminology,  there  is  no 
"sectarian”  motive. 

Northern  Ireland  police 


believe  the  IRA  and  its  “loy- 
alist” rivals  can  stop  than  at 
wflL 

On  Wednesday,  -the  IRA 
was  accused  by  two  former 
Irish  justice  ministers  of 
“widespread  intimidation"  of 
witnesses  in  a case  in  the 
Irish  Republic  against  four 
IRA  suspects  accused  of  kill- 
ing .Gerry  McCabe,  an  Irish 
police  detective,  near  limer- 
ick in  the  republic  in  1996. 

State  lawyers  agreed  to  a 
plea  bargain,  with  the  defen- 
dants charged  with  the 
lesser  offence  of  manslaugh- 
ter and  the  charge  of  IRA 
membership  dropped.  Sen- 
tence is  to  be  passed  today. 

Officials  in  the  Irish  gov- 


ernment are  “increasingly 
impatient”  with  the  republi- 
cans' failure  to  address  the 
aims  issue.  Publicly  the  gov- 
ernment is  more  supportive. 

But  Ken  Maginnis,  the 
Ulster  Unionists  security 
spokesman,  said  the  the  IRA 
was  seeking  to  “explain 
away”  forensic  evidence 
Unking  it  to  recent  violence. 

He  said  Ms  Mowlam  knew 
the  culprits.  “She  knows  the 
answer,  but  the  one  thing 
she  may  not  be  able  to  resist 
is  concrete  evidence  that 
guns  that  were  previously 
used  or  known  to  belong  to 
the  IRA  are  now  in  recent 
times  being  used  once 
again." 


ECONOMY  EURO-ZONE  CONVERGENCE  URGED 


Surprise  interest 
rate  cut  prompts 
calls  for  more 


Surviving  the  downturn 


Business  optimism  aid 
consumer  confidence 
% (dances 


Real  6DP  growth 

Amud  % change 


Employment  growSi 
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By  Kevin  Brown, 
Industry  Editor 


The  surprise  decision  from 
the  Bank  of  England,  the  UK 
central  bank,  to  cut  interest 
rates  to  5.5  per  cent 
prompted  calls  from 
business  and  unions  for 
rapid  British  convergence 
with  the  euro-zone  rate  of  3 
per  cent. 

Economists  said  that 
yesterday's  cut  of  half  a 
percentage  point  would 
improve  confidence  and  help 
hard-pressed  exporters  by 
weakening  the  pound 
against  the  euro,  although 
the  effects  were  likely  to 
take  some  time  to  flow 
through. 

There  was  widespread 
agreement  on  both  sides  of 
industry  that  rates  were 
unlikely  to  Call  below  5 per 
cent  in  the  short  term 
because  of  the  danger  of 
renewed  inflation  and  the 
lack  of  convergence  between 
the  UK  and  eurozone  eco- 
nomic cycles. 

John  Bryant,  chief  execu- 
tive of  British  Steel,  said 
there  were  signs  that  the 
monetary  policy  committee, 
the  bank  panel  that  sets 
rates,  was  considering  wider 
issues  than  inflation.  “If 
there  is  a dear  intention  to 
narrow  the  gap  between  the 


UK  and  Europe  we  would 
welcome  that.”  he  said. 

John  Monks,  general  sec- 
retary of  the  Trades  Union 
Congress,  said  the  gap  was 
still  significant.  “The  Bank 
needs  to  continue  the  down- 
ward trend  next  month  in 
order  to  avoid  recession  and 
secure  recovery  in  2000,"  he 
said. 

Graham  ltfadtenTip,  direc- 
tor-general of  the  Engineer- 
ing Employers'  Federation, 
said  rates  must  continue  to 
converge  with  the  levels 
enjoyed  by  British  manufac- 
turers’ competitors  in  conti- 
nental Europe.  “The  adverse 
differential  between  UK  and 
European  interest  rates  is 
not  sustainable,  and  the 
overall  downward  trend  in 
UK  interest  rates  should  con- 
tinue towards  a realistic 
level  of  around  5 per  cent” 
he  said. 

Ken  Jackson,  general  sec- 
retary of  the  Amalgamated 
Engineering  and  Electrical 
Union,  called  for  conver- 
gence. “We  would  like  to  see 
rates  fall  by  a further  1 per 
cent  by  the  end  of  this  year 
but  we  understand  there  is 
only  so  Car  you  can  go  in  one 
step,”  he  said. 

Kate  Barker,  chief  eco- 
nomic adviser  to  the  Confed- 
eration of  British  Industry, 
the  employer’s  lobby,  said 
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the  MPC’s  “decisive  move” 
was  good  news  for  industry 
but  warned  that  manufactur- 
ing was  in  recession  and 
deflation  remained  the  main 
danger.  “We  believe  that 
rates  can  and  should  be  fur- 
ther reduced  to  five  per  cent 
over  the  next  couple  of 
months  without  any  danger 
to  the  inflation  target,”  she 
said. 

Ian  Peters,  deputy  director 
general  of  the  British  Cham- 
bers of  Commerce,  said  busi- 


ness would  cheer  the  rate 
cut  as  a bold  move  and  evi- 
dence that  the  Bank  was  lis- 
tening. “The  MPC  must  con- 
tinue to  show  firm  resolve 
and  bring  rates  down  to  a 
level  of  5 per  cent  by  tbe 
summer,”  be  said. 

Ruth  Lea,  head  of  the  pol- 
icy unit  at  the  Institute  of 
Directors,  said  the  MPC  was 
trying  to  avert  a recession 
and  was  likely  to  succeed. 
“They  must  be  quite  confi- 
dent about  inflationary  pres- 


sures and  are  aware  that 
there  are  pockets  of  weak- 
ness in  the  economy,"  she 
said. 

Elizabeth  PhlUipe,  deputy 
director  general  of  the  Brit- 
ish Retail  Consortium,  said 
retailers  needed  a clear  posi- 
tive message.  “As  there  is  no 
evidence  of  over-heating  and 
the  upside  risk  to  inflation  is 
small,  we  are  glad  the  MPC 
was  confident  enough  to 
make  this  interest  rate  cut,” 
she  said. 


Decision  delayed  on  US  radar  system  bids 


By  Alexander  Nfcofl, 
Defence  Correspondent 


A £750m  ($1.3bn)  competition 
to  supply  an  airborne  sur- 
veillance radar  system  to  the 
Royal  Air  Force  has  been 
delayed  in  the  final  stages 
by  uncertainty  over  the 
number  of  aircraft  needed  to 
meet  the  RAP's  operational 
needs. 

Days  before  it  was  expec- 
ted to  decide  which  bid 


would  be  recommended  to 
ministers,  tbe  Ministry  of 
Defence  last  week  asked  the 
three  contestants  to  submit 
new  best  and  final  offers 
within  seven  days.  Each  bid- 
ding consortium  is  led  by  a 
US  company:  Lockheed  Mar- 
tin, Northrop  Grumman  and 
Raytheon. 

The  ministry’s  last-minute 
request  - not  unusual  in  a 
close-run  competition  - is 
thought  to  have  been,  made 


to  clarify  each  bidder’s  pric- 
ing for  the  supply  of  four  or 
five  business  jets  equipped 
with  an  Astor  airborne 
stand-off  radar  system. 

The  bidders  were  thought 
to  have  offered  differing 
numbers  of  aircraft  to  meet 
the  RAF’s  surveillance 
requirement,  with  at  least 
one  proposing  five  and  at 
least  one  arguing  that  four 
would  suffice. 

Each  has  now  provided 


clear  pricing  for  both  four 
and  five  aircraft  so  that  RAF 
rhipfa  anri  defence  Tnlftktyy 
procurement  officials  - 
closely  watched  by  the  Trea- 
sury - can  make  the 
decision. 

The  competition  is  the 
ministry’s  biggest  so  far 
under  the  Labour  govern- 
ment, and  industry  execu- 
tives said  it  appeared  to  be 
extremely  close.  The  minis- 
try said  the  government’s 


decision  would  come  in  the 
second  quarter. 

Although  all  the  bidders 
are  American,  each  is  lobby- 
ing hard  with  politicians  and 
emphasising  the  UK  content 
of  their  proposed  product,  as 
well  as  potential  UK  jobs 
and  exports. 

The  radar  will  enhance 
intelligence  available  to  Brit- 
ish commanders  who  will 
use  it  to  look  hundreds  of 
mil ps  behind  enemy  lines. 


Governing 
party  takes 
wider  lead 
over  Scots 
nationalists 


By  James  Buxton  feEAnborgh 


The  governing  Labour 
party’s  hopes  for  the  first 
elections  to  the  Scottish  par- 
liament were  boosted  yester- 
day by  an  opinion  poll  show- 
ing an  increased  lead  over 
the  Scottish  National  party. 

It  also  put  Donald  Dewar, 
chief  minister  for  Scotland, 
on  a substantially  higher 
personal  rating  than  Alex 
Rflimtyhd,  SNP  leader. 

Tony  Biair,  the  prime  min- 
ister, is  to  visit  Scotland 
today  to  warn  against  voting 
SNP  on  May  6.  The  Labour 
party  was  trying  to  make  the 
Scottish  parliament  work 
while  the  SNP  was  “simply 

trying  to  use  the  parliament 
as  a ram  for  Independence", 
Mr  RW  told  BBC  Radio 
Scotland  yesterday. 

The  ICM  poll  in  The  Scots- 
man newspaper  gives 
Labour  a 12-point  lead  over 
the  SNP,  on  44  per  cent  with 
the  SNP  on  32  per  cent  Sup- 
port for  Labour  is  up  6 per 
cent  compared  with  last 
month  while  that  for  the 
SNP  is  down  4 per  emit 

The  Conservatives,  the 
biggest  opposition  party,  are 
an  12  per  cent,  down  three 
points  on  last  month,  while 
the  pro-European  Liberal 
Democrats  are  unchanged  on 
10  per  cent 

If  the  poll  results  were 
translated  into  seats.  Labour 
would  take  57  of  the  129 
seats  in  the  parliament 
against  43  for  the  SNP.  But 
that  would  not  be  a majority 
and  it  would  have  to  go  into 
maMtinn.  The  Liberal  Demo- 
crats would  take  13  seats 
and  the  Conservatives  16. 

Hie  ICM  poll  shows  Mr 
Dewar  winning  the  support 
of  50  per  cent  of  those  asked 
about  his  potential  as  first 
minister  of  Scotland,  against 
37  per  cent  for  Mr  Sahnond. 
But  Mr  Salmond  scored 
more  highly  than  Mr  Dewar 
on  personality  and  for  stand- 
ing up  for  Scotland. 

The  poll  also  showed  a 
small  majority  would  vote 
against  independence  in  a 
referendum,  the  first  time 
the  poll  has  produced  this 
result  since  it  began  last 
June.  Some  44  per  cent  said 
they  would  vote  for  indepen- 
dence. against  47  opposed. 

Labour  believes  the  rela- 
tively favourable  poll 
reflects  the  effectiveness  of 
its  offensive  against  Scottish 
independence  and  the  SNP 
in  the  past  three  months. 

• No  buyer  has  been  found 
for  the  Seagate  Corporation 
microelectronics  factory  in 
Livingston,  central  Scotland, 
investment  officials  said  yes- 
terday. Most  of  the  work- 
force was  laid  off  yesterday, 
four  months  after  California- 
based  Seagate  announced 
the  closure.  The  company 
said  then  that  the  Scottish 
operation  was  no  longer 
financially  viable.  Tbe  build- 
ing is  now  to  be  marketed 
worldwide  through  the 
Locate  in  Scotland  agency. 


Newspaper  tycoon’s  legacy  exposes  Coopers’  lame  excuses 


The  firm  was  fined  $1 .9m  for  comprehensive 
failings  in  the  audit  of  the  Maxwell  empire. 
Jim  Kelly  asks  if  self-regulation  worked 


So  was  justice  done?  Coo- 
pers & Ly brand  - now 
referred  to  as  Legacy 
Coopers  & Lybrand  within 
the  giant  firm  of  PwC  it 
helped  create  last  year  - has 
been  fined  El 2m  (gi2m)  for 
its  failings  as  auditor  for  the 
business  empire  or  Robert 
Maxwell,  the  publishing 
tycoon  who  drowned  more 
than  eight  years  ago. 

Four  partners  admitted 
complaints  but  can  keep 

their  jobs  and  the  firm  was 
censured.  It  is  symbolic  of 
the  self-regulatory  system, 
criticised  widely  in  recent 
years,  that  tbe  final  verdict 
of  the  Joint  Disciplinary 


Scheme's  tribunal  should 
censure  a firm  that  no  lon- 
ger exists.  There  is  a palpa- 
ble sense  of  relief  within 
PwC  - a sure  Indication  that 
much  worse  was  feared  and 
probably  deserved. 

The  report  paints  a'  com- 
prehensive picture  of  audit 
failure.  At  its  heart  was  an 
Inability  to  see  the  whole 
picture,  despite  holding  audi- 
tor positions  at  most  of  Max- 
well's 400  companies. 

The  verdict  usefhlly 
undermines  one  of  the 
excuses  Coopers  has  trailed 
for  some  time.  Because  it 
audited  the  entities  sepa- 
rately, we  have  been  told,  it 


was  prevented  by  client  con- 
fidentiality from  putting  the 
jigsaw  together.  But  the 
report  makes  it  clear  that 
the  audit  partners  did  not  go 
as  far  “as  confidentiality  per- 
mitted” in  trying  to  under- 
stand what  was  happening. 

It  is  not  the  only  excuse 
that  now  looks  a little  lame. 

Another,  floated  by  the 
UK’s  Big  Five  generally.  Is 
that  they  are  the  only  audi- 
tors capable  of  dealing  with 
people  like  MaxwelL  They 
have  a duty  to  take  on  such 
hard  cases  - and  stick  with 
them  when  the  alarm  bells 
ring  — otherwise  the  corpo- 
rate bullies  will  simply  ter- 
rorise a lowly  middle-tier 
auditor.  But  if  Coopers  was 
unable  to  form  a coherent 
picture  of  what  was  going  on 
in  the  Maxwell  empire,  it 


was  hardly  in  a position  to 
protect  society  from  such 
dangers. 

There  is  also  the  issue  of 
reputational  risk.  The  Big 
Five  have  always  said  they 
must  maintain  standards  to 
protect  their  names.  The 
timescale  of  the  Maxwell 
inquiry  undermines  this 
argument  fatally.  It  Is  8 V4 
years  since  Maxwell  drow- 
ned. The  name  of 
Coopers  & Lybrand  has 
become  an  addendum  to 
Price  Waterhouse,  its  merger 
partner.  A key  partner  has 
died.  And  when  the  reputa- 
tion of  a firm  is  attacked, 
most  admit  - privately  - 
that  clients  do  not  care. 
What  happens  is  amply  that 
the  general  reputation  of  all 
auditors  drops  another  inch. 
That  Is  hardly  a sanction 


when  the  statutory  audit  is 
just  that  - a legal  require- 
ment 

Excuses  aside,  does  the 
fine  meet  the  public’s  expec- 
tation of  a penalty?  PwC 
notched  up  S15bn  revenues 
last  year.  Perhaps  the  JDS  - 
soon  to  be  part  of  a self- 
regulatory  framework  envis- 
aged by  the  government  - 
should  he  able  to  consider 
more  creative  penalties. 


The  Securities  and 
Exchange  Commission, 
the  senior  US  regulator, 
has  recently  penalised  a Big 
Five  firm  - incidentally  PwC 
- for  breaches  of  auditor 
Independence.  The  SEC, 
rather  than  levying  a fine, 
secured  an  agreement  with 
PwC  under  which  tbe  firm 
would  set  aside  S2.5m  for 


education  and  training  on 
auditor  independence,  sign 
up  to  a raft  of  internal 
reforms  and  accept  an  inter- 
nal inquiry  led  by  an  out- 
sider nominated  by  the  SEC. 

Last  year  saw  the  giant 
merger  that  created  PwC 
and  the  failed  merger  of 
KPMG  and  Ernst  & Young. 
Regulators  said  there  were 
many  reasons  why  turning 
the  Big  Six  into  the  Big  Four 
was  dangerous.  Here,  surely, 
is  another.  For  self-regula- 
tion to  work,  the  regulator 
needs  to  have  the  power  to 
suspend  or  repeal  a firm’s 
licence  to  audit  But  the  size 
of  the  firms  - and  their  grip 
an  the  listed  audit  market  - 

is  such  that  the  use  of  such 
a sanction  would  cause 
chaos.  The  Big  Five  are 
already  too  big  to  punish. 


NEWS  DIGEST 


ROYAL  AUTOMOBILE  CLUB 


Cendant  purchase  of  motor 
services  group  is  blocked 


The  UK  government  yesterday  in  effect  btockedtlw  • 
planned  E450m  (S?38m) 

Consumer  and  business  son[k^  group,J^ S2f*Auto‘ 
mobile  Chib's  motoring  services  amt  Cendant  said  it 
would  not  go  ahead  with  its  bid  after  a UK  Bowmniait  - 
ruling  that  it  would  have  to  sell  its  own  ^°tor- 

hg  services  busineta  . 

Kim  Howells.  UK  competition  minister.  accepted  the 
recommendations  of  monopolies  wratchdogs  inat  amerger 

of  the  RAC  and  Green  Flag  would  weaken  compaction  and 
be  against  the  public  interest.  Steve  Hoboes,  Cendant 
vice-chairman,  said:  "At the OL^  weKCpte^ tolto 
monopolies  commission  that  the  divestiture  Gray  Hag 
would  not  be  acceptable.  Our  valuation  of  RAG  Motoring  = 
Services  was  driven  byluture  synergies  between  the  two 
businesses.”  Mr  Holmes  said  there  had  never  been  any. 
prospect  of  Cendant  disposing  of  Green  Bag  - which  was 
“nTOTBprofTtabJe’'  than  the  RAC  - to  make  the  deal  possi- 
ble. The  £450m  saved  on  the  RAC  deal  would  be  used  to 
pay  down  Cendanfs  debt  and  to  continue  its  programme 
of  buying  back  Its  own  shares,  he  said.  . 

The  RAC  plans  a public  offering  of  its  motoring  services 
offshoot  this  year  which  is  expected  to  raise  considerably . 
less  than  the  £450m  price  agreed  by  Cendant  The  RAC 
has  not  ruled  out  the  possibility  of  a trade  sale. 

The  competition  ruling  will  derfer  once  again  the  prospect 
of  the  RAC’s  12,000  club  members  receiving  a pay-out  * 
from  the  disposal  of  the  motoring  services  arm.  It  Is  also 
likely  to  mean  they  wiH  receive  less  than  the  £33,000- 
£35,000  originally  hoped. 

■ The  RAC  saga 

Mar  1998  RAC  chahman  Jeffrey  Rose  tells  members  he 
plans  to  demerge  motoring  services 
Apr  Rose  sacked  for  not  consulting  board.  Nevertheless 
board  says  It  wSI  go  ahead  with. sell-off  of  motoring  arm. 
Cendant  makes  bid 

May  former  RAC  members  apply  to  rejoin  In  search  of 
windfall 

Jun  RAC  members  vote  to  favour  of  sale 
Jul  High  Court  In  London  approves  sale  to  Cendant 
Sep  Cendant  deal  is  referred  to  Monopolies  and  Mergers 
Commission 

Charles  Batchelor,  London  . . 

See  Comment  invCompanies  A Finance:  UK 


TELECOMMUNICATIONS 


AT&T  buys  research  labs 


AT&T,  the  US-based  telecommunications  group,  has  - 
acquired  the  OSvetti  & Oracle  Research  Laboratory  based 
to  Cambridge,  England,  and  will  invest  a minimum  of  £30m 
($49m)  to  the  project  over  the  next  six  years.  The  re- 
named AT&T  Laboratories  Cambridge  will  focus  on 
research  into  networking,  multimedia  and  mobile  commu- 
nications systems,  working  closely  with  AT&T  Labs 
research  centres  In  the  US.  Professor  Andy  Hopper 
founded  the  labs  to  1 966  and  wiH  continue  to  direct  the 
work  of  Its  50  full-time  research  staff.  The  labs,  which  .. 
work  closely  wjth  the  Cambridge  University,  have  built  a 
reputation  as  a leading  International  centre  for  communica- 
tions research.  “We  have  always  been  a communications 
lab  and  there  is  a tremendous  synergy  and  meeting  of 
minds  between  research  in  Cambridge  and  AT&T  Labs  in 
the  US, “ Prof  Hopper  said  yesterday.  Pau!  Taylor,  London 


TELECOMMUNICATIONS 


Boost  for  indirect  access 


David  Edmonds,  the  telecommunications  watchdog,  yes- 
terday paved  the  way  for  a rush  of  competitors  into  the 
mobile  phone  market  with  a consultative  document 
endorsing  indirect  access  to  mobile  networks.  Such 
access,  connecting  operators  without  a foil  network  to 
their  customers  through  a competitor's  network,  should 
cut  retail  prices  and  widen  the  range  of  services  custom- 
ers can  use.  he  said.  Mr  Edmonds  made  it  dear  he 
believed  competition  was  driving  cellular  tariffs  down  and 
there  was  no  need  for  regulatory  intervention.  Oftel  would 
continue  to  monitor  prices  and  publish  a further  review  In 
September  2000.  Indirect  access  Is  already  commonly 
used  by  British  Telecommunications'  competitors  on  its 
fixed  wire  networks. 

Companies  offering  indirect  access  indude  Cable  and 
Wireless,  First  Telecom  and  Energis.  Alan  Cane,  London 


SEMICONDUCTOR  PLANT 


Siemens  rejects  MB0 


Siemens  has  rejected  a management  buy-out  bid  fix-  Its 
semiconductor  plant  to  north-east  England.  “The  govern- 
ment remains  committed  to  using  its  best  endeavours  to 
find  a new  owner  for  the  plant*  said  Stephen  Byers,  chief 
industry  minister,  whose  parliamentary  district  includes  the 
factory.  “This  news  simply  means  that  we  must  redouble 
that  effort”  Siemens  declined  yesterday  to  say  why  it  was 
not  possible  to  agree  a deal. 

Uew  Aviss,  personnel  director  at  the  plant,  said  sale  dis- 
cussions with  Interested  parties  were  still  being  held.  But 
he  said,  continuing  decommissioning  meant  the  point  was 
approaching  beyond  which  the  plant  could  not  be  sold  as 
a going  concern.  Chris  Tig  he,  Newcastle  upon  Tyne 


DIANA,  PRINCESS  OF  WALES 


Trademark  application  rejected 

An  application  to  trademark  the  image  of  Diana,  Princess 
of  Wales,  has  been  rejected,  the  Patent  Office  said  yester- 
day. The  application,  originally  made  by  Ihe  Diana,  Prin- 
cess of  Wales,  Memorial  Fund  and  later  taken  over  by  the 
executors  of  her  estate,  sought  to  protect  52  colour  and 
black-and-white  Images  of  the  princess  for  use  with  a 
wide  range  of  goods.  The  fond  was  seeking  to  prevent  the 
use  of  pictures  of  the  late  princess  on  unofficial  merchan- 
dise. The  patent  applicant  was  not  disclosed. 
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AIRLINES  MINISTER  JOINS  DEBATE  AS  NUMBER  OF  ROWDY  INCIDENTS  APPEARS  TO  BE  INCREASING 


Government  flight  plan  aims  to  throttle  ‘air  rage’ 


By  Daborah  Hargreaves 

in  London 


Passengers  dumped  in  the 
US  after  a brawl  on  a flight 
from  London  to  Jamaica;  an 
aggressive  traveller 
punching  out  the  window  of 
a jumbo  jet  in  mid-flight; 
another  trying  to  wrench 
open  a rear  door  incidents 
of  so-called  “air  rage*  appear 
to  be  mounting. 

The  British  government  is 
concerned  by  the  number  of 
rowdy  passengers  causing 
problems  in  the  air  and  held 


talks  with  the  UK’s  leading 

airifnps  this  week  to  dismiss 
what  could  be  done. 

John  Reid,  Britain's  trans- 
port minister,  said:  “Fortu- 
nately, violent  incidents  are 
extremely  rare.  But  the  num- 
ber of  times  passengers  have 
to  he  restrained  on  board  air- 
craft because  their  behav- 
iour is  unacceptable  does 
seem  to  be  growing.” 

The  meeting  came  as  12 
passengers  thrown  off  a 
Jamaica-bound  flight  in  Nor- 
folk, Virginia,  because  of 
allegedly  drunken  behav- 


iour, were  flown  back  to 
Britain.  Airtours,  the  origi- 
nal carrier,  said  the  passen- 
gers threatened  cabin  crew, 
aggressively  demanded  more 
drinks  and  started  a fight  in 

tha  aisles, 

Ufa  Civil  Aviation  Author- 
ity, which  monitor*  British 
air  traffic,  said  the  number 
Of  reported  serious  incidents 
on  flights  had  not  risen  over 
the  past  five  years,  but 
remained  at  around  SO  to  36 
a year.  British-registered  air- 
lines carry  17m  passengers  a 
year. 


“But  there  is  a problem  in 
how  you  record  these  inci- 
dents since  different  airlines 
categorise  them  in  different 
ways,”  the  CAA  said.  Only 
the  very  serious  offences  are 
reported  to  the  CAA  - those 
that  constitute  a threat  to 
the  safety  of  tbe  aircraft. 

Mr  Reid  discussed  with  the 
airlines  the  possibility  of  set- 
ting up  a database  to  give  a 
more  accurate  picture  of 
incidents  in  the  air. 

He  also  suggested  new 
rules,  which  could  include 
breath  testing  passengers 


before  take-off.  Most  “air 
rage”  offences  are  caused  by 
drunkenness.  Some  passen- 
gers are  caught  unawares  by 
the  increased  potency  of 
alcohol  at  high  .altitudes  and 
mote  people  than  ever  are 
travelling  on  long-haul 
flights,  where  they  often 
drink  too  much  to  relieve 
the  boredom.  • 

Airtours  has  threatened  to 
sue  the  travellers  ejected 
from  tbe  Montego  Bay  flight 
on  Sunday  for  the  additional 
costs  of  diverting  the  air- 
craft 


British  Airways  last  year 
introduced  a system  of  yel- 
low cards,  which  are  issued 
to  disruptive  passengers. 
These  state  that  the  cabin 
crew  will  refuse  to  serve 
alcohol  and  can  confiscate 
any  duty-free  drinks  brought 
on  board.  The  airline  also 
says  it  will  sue  travellers  for 
the  costs  of  diverting  an  air- 
craft 

“Drunken  passengers  can 
be  more  than  a nuisance  cm 
aircraft,  they  really  can 
endanger  the  safe  running  of 
the  plane.”  the  CAA  said. 
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RECRUITMENT 


RICHARD  DONKIN 


Military  management 


Julian  Richer  is  an  individualist  but  he  runs 
his  company  with  the  precision  of  a general 

The  one  advantage  of  a few 
days  in  bed  with  flu  is  that  it 


allows  you  to  be  distracted. 
However  much  you  try  to 
read  or  focus  on  anything, 
be  it  the  TV.  radio  or  a game 
of  solitaire,  listlessness  soon 
takes  over.  But  it  makes  for 
some  diverse  reading. 

History  books  are 
particularly  useful  for 
whiling  away  illness  because 
you  do  not  have  to  start  at 
the  beginning  and  you  know 
how  things  turn  out  anyway. 
Even  so  it  always  chokes  me 
to  read  of  King  Harold’s 
defeat  at  the  Battle  of 
Hastings.  One  of  my  pet 
theories  is  that  the  English 
never  really  got  over  It 
More  than  1,000  years  on,  at 
a recent  enactment  the 
crowd  of  onlookers  were 
cheering  the  Saxons  and 
booing  the  Normans. 

I was  far  too  miserable  for 
the  Norman  Conquest  last 
week  so  picked  up  The 
Campaigns  of  Napoleon  by 
David  Chandler  instead  and 
skipped  straight  to  the 
Battle  of  Waterloo.  Few 
historians,  military  or 
otherwise,  can  resist  playing 
the  “if  only"  game  - if  only 
Goering  bad  continued  to 


bomb  the  airfields,  if  only 
the  tanks  at  cambrai 
been  given  sufficient  support 
to  exploit  their 
breakthrough,  H only  the 
referee  had  let  Sol 
Campbell's  goal  stand:  that 
kind  of  thing. 

Mr  Chandler  played  the 
game  so  adeptly  that  I found 
myself  lamenting  Napoleon's 
mistakes.  Most  of  the  ' 
mistakes,  in  fact  were  raaite 
by  his  generals:  Grouchy 
was  completely  out  of  it, 
Soult  seemed  semi-detached, 
d'Erlon  proved  tactically 
naive  and  Ney  was  plain 
reckless. 

It  was  still,  as  the  Duke  of 
Wellington  admitted,  a 
dose-run  thing.  But 
whatever  the  failings  of  the 
French  commanders,  the 
ultimate  responsibility  had 
to  he  with  Napoleon.  As  Mr 
Chandler  points  out,  many 
of  the  better  French  generals 
were  overlooked,  or  given 
the  wrong  job.  The  emperor 
ruined  a brilliant  plan  to 
split  the  allied  armies  by 
playing  his  generals  out  of 
position. 

Military  analogies  in 
business  are  out  of  fashion 
so  1 was  surprised  to  read 


juhan  Richer,  chairman  of 
Richer  Sounds,  the  UK  hi-fi 
chain,  admitting  his  interest 
in  military  rflnrcp*PBPR  in  his 
latest  book.  Rfcfier  on 
Leadership.*  Heading 
further,  however,  it  became 
dear  why.  He  runs  his 
businesses  with  a 
meticulous  attention  to 
detail  and  a general's 
obsession  with  planning  and 
field  disposition.  He  would 
never  get  in  the  army  - his 
hair  is  too  long  - but  you  get 

the  impression  that  he 
knows  his  managers  more 
thoroughly  than  Napoleon 
knew  his  generals. 

Mr  Richer  is  an 
individualist.  Some  of  his 
ideas  could  be  straight  out  of 
management  school  Others 
seem  old-fashioned, 
unconventional  and 
occasionally  bordering  on 
the  eccentric.  The  point  is 
that  his  icleflft  work  anri  he 
has  become  adept  at 
articulating  them  for  the 
benefit  of  others.  When . 
recruiting,  for  example,  he 
steers  dear  of  “super- 
talented  whi2Z  kids".  He 
Wittes:  “They  know  they 
don't  need  to  work  hard  so 
they're  grasshoppers,  flitting 
from  one  job  to  another.  As 
soon  as  they've  done  you  the 
honour  of  joining  your 


company,  they’ll  hop  to  a 
rival  firm  for  more  money." 

He  prefers  instead  to  find 
“ordinary  people  who  are 
exceptionally  talented”.  He 
points  out  that  “you  have  to 
look  beyond  the  CV  at  the 
personality  and  readiness  to 
work  hard.  I find  very  often 
it’s  the  people  who  have  had 
a rather  tough  time  in  the 
jobs  market  who  show 
consistent,  dedicated 
performance- " 

Many  in  Richer  Sounds' 
management  have  come  up 
through  the  ranks.  David 
Robinson,  group  managing 
director,  started  at  the  age  of 
16  as  a sales  asdstanL.“We 
steer  dear  of  rich  kids  and 
PhDs.  Z would  rather  take 
someone  who  may  not  have 
brilliant  academic 
qualifications  but  is 
enthusiastic  about  the  job,” 
writes  Mr  Richer. 

New  managing  directors 
know  they  are  working  in  a 
practical  environment  when 
they  are  banded  their 
"managing  directors  pack”. 
This  consists  of  a tool  kit, 
including  a notebook  and 
pen  and,  somewhat 
bizarrely,  a smoke  mask 
"which  could  be  a Ufesaver 
in  a fire  in  a hotel  or  a 
plane". 

Mr  Richer  is  so  attached  to 
his  own  notepad  and  pen 
that  they  are  covered  in 
day-glow  wrapping. 
Managing  directors  are 
expected  to  carry  their  pads 
and  pens  everywhere  and  to 
use  them.  Not  everyone  has 
to  use  the  worksheet  This  is 
a Richer  speciality.  He 
eschews  computers  and 
electronic  organisers  for  an 
A3  piece  of  paper.  His  main 


technical  refinement  has 
been  a clear  plastic  cover  to 
avoid  coffee  stairs.  The 
worksheet  replaced  every 
two  weeks,  is  organised  into 
various  columns  and  lists, 
and  includes  everything  he 
needs  to  do:  meetings, 
diaries,  tasks,  priorities,  the 
lot.  all  recorded  in  tiny 
writing.  “This  one  sheet  of 
paper  is  more  useful  to  me 
than  a fapey  computer,”  he 
says. 

The  latest  book  repackages 
many  of  the  ideas  In  his  first 
book.  The  Richer  Way. 
Neither  book  has  been 
circulated  in  the  US.  This 
seems  a pity  since  they 
would  sit  well  with  the 
practical  business  ideas  of 
entrepreneurs  such  as  Hal 

Rosenbluth  who  built 
Rosenbluth  Travel  by 
focusing  strongly  on 
employees. 

In  the  spotlight 

Headhunter  books  appear  to 
be  bursting  out  all  over. 
These  once-discreet 
individuals  are  becoming 
attracted  to  the  media 
spotlight  Some  of  the  names 
in  Nancy  Garrison’s  Jenn's 
recent  book.  The  Global  200 
Executive  Recruiters,  are  also 
in  a book  called  Navigating 
Your  Career,  21  of  America’s 
Leading  Headhunters  Tell 
You  Bou>  It's  Dome. 

What  they  actually  tell 
you  is  how  they  prefer  ft  to 
be  done.  One  chapter,  for 
example,  mak«*R  a less  thaw 
convincing  case  for  why  it  is 
in  your  interest  to  help  a 
headhunter  seeking 
information  on  other  people. 
The  idea  is  that  next  time  it 


could  he  you  who  is  in  the 
frame. 

Perhaps  the  most 
revealing  chapter  of  aH 
however,  is  a debunking 
sermon  from  Windle  Priem, 
vice-chairman  and  chief 
operating  officer  of  Korny 
Ferry  International. 

Mr  Priem  is  sceptical  of 
texts  that  warn  executives  to 
work  fewer  hours.  Tve 
never  seen  a candidate's 
name  cut  from  a short  list 
because  he  or  she  works  too 
hand,"  he  writes.  Neither 
does  he  go  for  the 
family-friendly  corporate 
leader.  Successful 
executives,  he  says,  "do  not 
permit  themselves  the 
illusion  that  their  company's 
board  or  shareholders  are 
eager  for  than  to  spend 
more  time  with  their 
families". 

He  is  not  convinced  that 
working  abroad  is  an 
essential  part  of  getting  to 
the  fop.  Nor  is  be  impressed 
by  those  who  argue  that  job 
satisfaction  is  more 
important  than  job 
compensation.  In  business, 
he  argues,  the  best  jobs  pay 
the  most.  "People  tend  to 
earn  what  they  deserve  to 
earn." 

* Richer  on  Leadership,  by 

Julian  Richer  with  Rale 
Miller,  Richer  Publishing. 
£9.99.  ** Navigating  Your 
Career,  Christopher  Bunt  and 
Scott  Scanlon,  John  Wiley. 
$16.95.  Books  can  be  ordered 
through  die  FT  Bookshop,  tel 
+ 44181324  5511 for  overseas 
orders,  email: 
ftbookshopQbtxd. 
presteLco.uk. 
ridharddonkinieJi.com 


WORKING  BRIEFS 


Research  shows 
that  managers 
switch  off  in 
meetings 

If  anyone  doubted  that 
meetings  are  the  bane  of 
corporate  life,  they  might  like 
to  took  at  some  research 
among  400  senior  and 
middle  managers  in  the  UK 
which  found  that  almost  a 
quarter  admitted  to  daring 
off  in  meetings. 

Nine  out  of  10  of  them 
had  missed  meetings  and 
eight  of  10  confessed  to 
daydreaming  during 
meetings.  That  said, 
business  people  seem  to  be 
obsessed  with  meetings.  A 
typical  manager  has  60 
meetings  a month,  says  the 
study,  carried  out  by 
Research  Business 
International  for  MCI 
WorldCom  Conferencing. 

The  study  estimates  that  a 
typical  out-of-town 
six-person  meeting  costs 
£1 ,645  when  lost 
productivity  is  taken  Into 
account  This  calculation 
seems  a bit  suspect  since,  if 
a meeting  is  necessary,  the 
cost  has  to  be  borne  like 
any  other  overhead. 

But  costing  a meeting  is  a 
useful  way  of  focusing  on  its 
worth.  Clearly  MCI  believes 
people  should  be  making 
more  use  of  audio  and  video 
conferencing. 


Details:  www.wcom.co.uk/ 
audio  conferencing 

Bidding  wars 

Multinational  companies  with 
operations  in  eastern  Europe 
are  engaging  In  increasingly 
fierce  bidding  wars  for  the 
limited  pool  of  skilled 
professionals,  according  to  a 
new  report  by  the  Economist 
Intelligence  Unit 

Job  hopping  and  poaching 
has  reached  such  a stage 
that  some  companies  are 
protecting  staff  Identities  as 
if  they  were  company 
secrets,  limiting  the 
distribution  of  contact 
directories  and  screening 
calls  to  filter  out  those  from 
headhunters. 

Although  ever-higher 
salaries  continue  to  lure 
people  away,  there  are  signs 
that  the  cash  fixation 
displayed  by  executives  in 
the  former  Soviet  Union  is 
less  apparent  among  the 
strengthening  central 
European  economies  where 
more  traditional  executive 
packages  are  taking 

hold. 

Many  employers  consulted 
in  the  research  by  Louisa 
Vinton,  the  report's  author, 
said  they  placed  a high 
value  on  women  managers. 
Some,  in  Bulgaria  for 
example,  argued  that 
women  make  the  better 
managers.  The  report  costs 
£395. 

Details:  + 44  171  830  1007 


BANKING  FINANCE  & GENERAL  APPOINTMENTS 


Fund  Management  - Global  Sales  Manager 

Our  cHent  Is  the  international  retail  Investment  management  arm  of  one  of  the  world’s  largest  banking  and  financial  services  organisations,  managing  assets  of  over  £300  biTtion.  Operating  globally,  the  asset  management 
business  provides  a«rfde  range  of  leading  edge  Investment  products  and  sendees  distributed  through  proprietory  and  third  party  networks  to  Institutional,  retail  and  private  investors.  A rare  opportunity  has  arisen  for  an 
experienced  and  ambitious  professional  to  Join  tiffs  rapidly  expanding  international  division  and  drive  the  sales  process  forward  on  a global  scale. 

Six  Figure  Package 


London 

The  Role: 

Reporting  to  the  Chief  Executive  of  the  International  funds  division,  key 

responsibilities  are: 

♦ Formulating  and  executing  global  sales  plans,  working  closely  with 
the  Chief  Executive  and  other  key  members  of  the  team  in  devising  a 
successful  strategy^  ., 

♦ Liaising  with  product  management  to  develop  marketing  plans,  new 
products  and  services  and  pricing  policies. 

♦ Establishing  and  managing  internal  and  external  relationships  for 
third  party  and  direct  distribution,  predominantly  dealing  with  ' 
Institutional  Intermediaries.  The  individual  wHI  be  required  to  develop 
key  relationships  which  deliver  long  term  growth. 


♦ Managing  and  developing  the  salesfbrce  globally:  this  will  involve  the 
recruitment  and  subsequent  training  of  experienced  sales  people  to 
ensure  a high  consistency  of  product  knowledge. 

♦ Leading  and  motivating  the  sales  force  to  continually  achieve  the 
highest  levels  of  performance. 

The  Requirements: 

♦ At  least  10  years'  experience  In  mutual  funds  sales/marketing  with 
experience  of  managing  a decentralised  salesforce. 

♦ Proven  capability  in  building  a fund  distribution  network  globally. 

Willingness  to  travel  is  a prerequisite.  *7 

♦ Extensive  knowledge  of  investment  fond  products  and  tee  ability  to 
communicate  this  effectively. 


♦ Excellent  people  management  and  interpersonal  skills. 

To  succeed  In  this  demanding  role,  you  will  be  a highly  energetic  and 
motivated  individual  with  a proven  track  record,  it  Is  essential  that  you 
are  able  to  demonstrate  measurable  success,  both  in  the  short  and  long 
term,  in  order  to  achieve  the  targets  for  growth  of  funds  under 
management  which  are  ambitious  yet  attainable  for  the  right  candidate. 
This  appointment  represents  an  outstanding  opportunity  to  play  a major 
part  in  developing  a business  globally  and  the  remuneration  package  is 
designed  to  attract  the  highest  calibre  individuals. 

Interested  applicants  should  contact  Sarah  Hesse-Hunter  at  Michael 
Page  City,  50  Cannon  Street  London  EC4N  6JJ,  quoting  reference 
478966.  Fax  0171 329  2986  or  telephone  0171  269  1883  for  an 
Initial  discussion,  e-fnall  sarahhessehunter@mlchaelpage.com 


Michael  Page 


CITY 

wwwJrtchaelpae^^W? 

London  • New  York  - Parts*  Amsterdam  • Frankfurt  * Milan  * Madrid  • Bong  Kong  • Singapore  • Sydney 


Relationship  Manager 


London/Europe 

Our  client  is  a leading  financial  services 
institution,  widely  recognised  for  the  quality  of 
risk  advisory  services  It  provides  to  a global  client 
base.  The  London  marketing  team  Is  expanding 
its  European  client  coverage  In  response  to  a 
rapid  growth  in  demand  for  these  services. 

This  has  resulted  in  an  excellent  opportunity 
being  created  to  join  this  highly 
respected  institution. 

Responsibilities  will  include: 

♦ Networking  and  proactive  new  business 
development  to  expand  the  European  client 
base.  Including  telephone  and  facefo-face 
interaction  with  clients. 

+ Existing  client  relationship  management  to 

♦ ensure  high  retention  rates. 

♦ Explanation  anti  marketing  of  the  group's 
range  of  credit  risk  advisory  services. 

The  ideal  candidate  will  possess: 

♦ strong  relationship  management  and 


£ Excellent  Package 

communication  skills,  including  the  ability  to 
conduct  business  meetings  in  English  and 
Spanish.  Additional  European  languages  would 
be  advantageous. 

♦ 3 to  6 years  commercial  banking  experience, 
including  a sound  understanding  of  corporate 
credit  risk  issues. 

♦ Experience  of  marketing  commercial  banking 
products  such  as  Cash  Management 

or  Custodian  Services  would  also 
be  advantageous. 

Successful  candidates  will  receive  an  excellent 
remuneration  package,  which  will  folly  reflect 
experience  and  performance. 

Interested  Individuals  should  contact  Lee  Thacker 
at  Michael  Page  City  on  0171  269 1864  for  an 
initial  discussion.  Alternatively,  please  send  your 
CV  with  derails  of  current  remuneration,  to 
Michael  Page  City,  50  Cannon  Street  London 
EC4N  6JJ,  fax  0171  329  2986  quoting  reference 
458846,  e-mail:  Ieethackef@mlchaelp9ge.c0m 


« INTERMEDIATE  CAPITAL  GROUP  PLC 


Mezzanine  Finance 

German  speaker 

tatarmetfiata  Capital  Group  PLC  Is  the  leadng  spedaCst  provider  of  mezzanine  capital  In  Europe,  since  Its  formation  In 
1989,  R has  arranged  In  excess  of  £1  baEon  of  facBWas  for  over  100  companies  across  Western  Europe. 


London  based 

The  Requirement 

A new  executive  Is  sought  to  further  strengthen  the 
Group's  business  In  the  German  speaking  countries, 
working  on  predominantly  MBO/LBO  deeds  and 
development  capital  transactions.  Based  initially  in 
London,  the  successful  candidate  will  assist  In  sourcing, 
negotiating  and  structuring  mezzanine  financings.  In 

addition  to  the  German  speaking  markets,  It  is 
anticipated  that  the  successful  candidate  will  also  be 
involved  in  substantial  cross  border  European 
transactions. 

Urn  Candidate 

Successful  applicants  are  Hkety  to  possess  around  two 
year's  structured  lending  experience  In  the  field  of 
leveraged  transactions  with  a knowledge  of  the  German 
market  Exposure  to  structuring  and  documentation  of 


£ Competitive  Package 

transactions,  together  with  fluency  in  English  and  strong 
crecfit  skills  are  essential. 

This  represents  an  outstanding  position  for  an  executive 
with  German  as  their  mother  tongue  to  join  a market 
leader  In  Mezzanine  Finance.  Interested  candidates 
should  contact  any  of  the  consultants  listed  below  for  an 
informal  discussion.  Please  quote  reference  456655. 

Contact  Mark  Pettman  or  Richard  Colgan  at  Michael  Page 
City.  50  Cannon  Street  London  EC4N  6JJ,  UK. 

Telephone  0171  269  1868.  fax  0171 329  2986, 

e-mail:  markpettman@michaeJpage.com 
Alternatively,  contact  Sabine  DoHen  at 
Michael  Page  Finance,  Mainzar  Landstrasse  39.  60329 
Frankfurt.  Germany.  Telephone  069  24  26  180. 
fax  069  24  26 18  IS.  www.mlchaelp^exom 
e-mail:  Eablneclolfen@michaelpage.com 


Michael  Page 

'CITY" 

wmunkteelpaeexm? 

LamJon.  New  York . r«b  » Amsterdam*  Frankfurt  «Mlian-Madrid-  Hong  Koag»  Singapore -Sydney 


Michael  Page 


CITY 

London  * New  York  • Paris  • Amsterdam  * Frankfurt  * Milan  * Madrid  * Hong  Kong  * Singapore  • Sydney 


This  window  open. 


Banking  & Finance  Appointments  in  the  FT. 

Managing  Directors,  Chief  executives,  Analysts  and  Actuaries 


Includes  Managing  Directors,  Chief  executives.  Analysts  and  Actuaries 
For  more  information  on  advertising  opportunities  please  call:  Tel:  +44  171  373  4153  Fax:  +44  171  873  4331 


APICORP 

DrdaMJj&lll  darJIoSjAI 


ARAB  PETROLEUM  INVESTMENTS  CORPORATION 


APICORP  Is  an  inter-Arab  corporation  established  by  the  member  states  of  OAPEC 
to  finance  and  invest  in  petroleum  and  petrochemical  projects. 

Total  assets  exceed  USS 1350  million. 


The  Corporation,  based  In  Al-Khobar,  Saudi  Arabia 

now  wishes  to  appoint  to  its  Treasury  & Capital  Markets  Group  the  following  personnel: 


Financial 

Analyst 


Assistant  Portfolio 

Manager  - Equities 


Reporting  cfirecOy  to  the  Head  of  Treasury  & Capital  Markets 
Group. 


Suitable  candidate  must  have  experience  with  a proven  track 
record  in  the  fallowing: 


The  suitable  candidate  will  possess  the  fallowing 
characteristics: 


• Ability  to  prepare  economic  reports  covering  specific 
and  global  financial  markets. 

• Good  analytical  and  writing  skifta  are  essential. 

• Provide  analyticalfcradlt  research  support  to  'Raders 
and  Portfolio  Managers.  The  successful  candidate  win 
undertake  research,  analysis  and  report  preparation. 

• A postgraduate  degree  In  economics  orfinancewith  a 
comprehensive  knowledge  of  issues  affecting  global 
financial  markets. 

Candidate  should  have  5-8  years  of  relevant  experience. 

In  addition,  PC  skills  and  good  understanding  of 

spreadsheet  and  data  base  software  will  be  beneficial. 

Candidates  are  expected  to  be  team  players  with  good 

inter-personal  skiffs.  Proficiency  in  (spoken  & written) 

English  is  essential. 


• Equity  Fund  Managament/Trad  Ing . 

• Fundamental  aspects  of  economics. 

• Good  underatanrfng  of  International  Equity  Markets,  with 
particular  emphasis  on  U.S.  and  European  markets. 

• Demonstrate  good  analytical  skills  and  portfolio 
management  abilities. 

• As  a senior  member,  the  cantfldate  will  play  a major  role 
in  the  overall  investment  process  of  the  Division, 
formulating  & Implementing  strategy;  and  contributing 
significantly  to  the  overall  asset  allocation  process. 

CantSdale  Is  expected  to  be  a team  plajrer  with  good  inter- 
personal skffls  and  profit  making  track  record. 

In  adcfition,  PC  skIBs  with  Portfolio  Management  software, 
and  good  understanding  of  spreadsheet  and  database 
applications  wiB  be  beneficial.  The  candidate  will  also  be 
required ’to  assist  In  the  preparation  of  formal  reports  on 
market  conditio  ns  and  appropriate  strategies. 

Talented  graduate,  with  a minimum  of  5 year's  equity  Irvestmervt 
experience  either  as  an  analyst  or  portfolio  manager. 


Successful  candidates  wfil  work  together  with  highly  qualified  and  experienced  colleagues  of  efferent  nationalities. 
They  win  be  ottered  exciting  and  rewanfing  opportunities  to  participate  in  the  activities  of  a dynamic  group. 

The  appointments  wfil  be  far  an  Initial  2 year  contract,  renewable.  In  addition  to  the  highly  competitive  tax  free  salary, 
there  is  a comprehensive  benefits  package  which  includes  free  fully  famished  accommodation,  transportation  and 
education  allowances,  medicare,  relocation  expenses  and  a contributory  retirement  fund. 

Applications  in  the  strictest  confidence,  giving  relevant  details  of  personal  and  career  history 
and  a recent  passport  size  photograph  may  be  sent  to: 


Human  Resources  Manager,  Arab  Petroleum  Investments  Corporation,  P.O.  Box  448, 
Dhahran  Airport  31 932,  Saudi  Arabia 


DLJ  Phoenix 

Private  Equity 


i:\CELU  M PACKAGE  1NCI AIDING  SUBSTANTIA!  BONUS/ LONDON 


DLJ  Phoenix  is  a subsidiary  of  Donaldson,  Lufkin  & Jcnrctte, 
Inc,  the  major  global  US  investment  bank  and  leading 
private  equity  firm,  with  active  investment  funds  in  the 
region  of  SlObn.  As  a result  of  rapid  expansion  of  its 
European  Private  Equity  business  DLJ  Phoenix  Is  seeking  to 
expand  its  professional  team  with  the  addition  of  a number 
of  entrepreneurial  individuals. 


structuring  and  managing  transactions,  monitoring 
investments  made  and  negotiating  realisations. 

Will  work  closely  with  London  colleagues  in  a flat  team 
structure,  and  globally  with  other  DLJ  groups. 


THE  OPPORTUNITY 

• Key  members  of  team  which  Invests  In  established 
businesses  in  the  UK  and  Continental  Europe  with 
turnovers  of  at  least  UtOm. 

• Expected  to  make  an  immediate  Impact  in  several  areas 
* generating  and  analysing  investment  opportunities. 


QUALIFICATIONS 

• 3-6  years'  relevant  experience  gained  from  structured 
lending,  corporate  finance,  or  private  equity  itself. 

• Outstanding  graduates,  preferably  with  professional'. , . 
qualification  or  MBA.  Additional  European  language 
skills  essential  combined  with  fluency  In  English. 

• Entrepreneurial,  self  motivated,  enthusiastic  team 
players  with  the  drive  and  commitment  ftS  succeed 
in  a challenging  environment. 


Sainty  Hird 

PARTNERS 


SHP 


\-M  Jl'l.Vl  i 


Please  send  a foil  cv  and  current  salary  details, 
quoting  refi  9X001,  u>  Ann  Semple, 

SHP  Awodmes,  Alderman?  House, 

10-15  Queen  Street.  London  EC4N  1TX 
Teh  0171  BIS  8888.  Fkc0(7l  815  AMD. 

frniikaaiBai^lipLaaik 
Internet:  htt]»//wwmifa|MUC<Mik 


Innovative  Executive  Recruitment 


University  of  Oxford 

Said  Business  School 


A feadtng  mM-martw  M ft  A 
firm  with  a world- wide 
presence  is  xddng 
entrepreneurial  prafeirianals. 

- with  a minimum  of  five  yens 
uareacooro  experience,  to  joia 
is  Loudon.  Pans  and 
DuweMorfofftaM. 


The  Said  Business  School,  the  University  of  Oxford’s  business  school,  is  in  the  process  of 
establishing  itself  as  one  of  Europe's  leading  centres  for  management  education.  The  School 
is  taking  full  advantage  of  being  integrated  into  the  heart  of  one  of  the  world’s  greatest 
universities  In  developing  its  programme  of  teaching  and  research.  By  2001,  it  wil  have  a new 
£25  miKon  budding  that  wiH  provide  outstanding  facilities  for  faciity  and  students. 


Please  tend  resume  in 
confidence  he 

Box  A6304,  FlmadmJ  Time*, 
On*  Southwark  Bridge. 
London SEI  «BL 


The  School  is  engaged  in  a major  expansion  of  its  undergraduate,  postgraduate,  executive 
education  and  research  programmes.  As  part  of  this  process,  it  Is  seeking,  in  conjunction 
with  colleges  of  the  University,  to  appoint  six  new  lecturers. 


FINANCIAL  TIMES 


The  specialisms  and  college  associations  of  the  six  posts  are  as  falows: 


les  Echos 


Strategy,  in  association  with  a Fellowship  at  Brasenose  College; 


New  Business  Development,  in  association  with  a Fellowship  at 
Exeter  College; 


Finance,  in  association  with  a Fellowship  at  Lincoln  College; 


Operations  Management,  in  association  with  a Fellowship  at 
St  Hugh’s  College; 


Marketing,  In  association  with  a Fellowship  at  Worcester  College; 


A further  opportunity  for  a successful  woman  candidate  is  available  at 
St  Hilda's  Goflege.  The  area  of  academic  specialism  is  open. 


Further  particulars  containing  details  of  the  duties  and  foil  range  of  emoluments  and 
allowances  attaching  to  the  urtiveraity  and  college  posts,  may  be  obtained  from  Deborah 
Usbume,  Said  Business  School,.  Radcffifo  Infirmary,  Woodstock  Road,  Oxford  OX2  6HE, 
(teh  01865  228521,  e-mail:  acvacs6sbs.oxrec.uk)  to  whom  completed  applications 
{ten  copies  or  one  if  airmailing)  should  be  sent  by  23  February  1999.  Interviews  will  be 
haki  on  15/16  March.  Further  details  about  the  Said  Business  School  can  be  found  on 
www.sbsrexrec.uk.  Further  posts  win  be  advertised  m the  following  academic  year  and 
potential  candidates  m any  area  of  management  are  invited  ta  register  their  Interest 


UQmmbnArEoimmW 

The  FT  can 
help  you  reach 
additional  business 
readers  in  France. 
Our  link  with  the 
French  business 
newspaper, 

Les  Echos, 
gives  you 

a unique  recruitment 
advertising 
opportunity 
to  capitalise 
on  die  FTs  European 
readership 
and  to  further  target 
the 

French  business 
world. 


The  University  Is  an  Equal  OpportunitiBS  Employer . 


For 

information 
on  rates 

and  further  details 
please  telephone; 

Ben 

Bonny-Jamea 

4441718734027 


FINANC1AX.  TIMES  FRIDAY  FEBRUARY  5 1999 


INVESTMENT  MANAGEMENT,  INTERNATIONAL  MUTUAL  FUNDS 

PROJECT  MANAGER 

STRATEGIC  BUSINESS  DEVELOPMENT 
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Our  client- is  a ms?  or  global  asset  management  group  with  funds  in  excess  1 

for  both  Institutional  and  retail  clients.  Its  US  business  manages  the  substatttel 

with  its  non-US  international  mutual  funds  business  being  located  in  London. 

major  growth,  our  client  now  wishes  to  appoint  a senior  Prefect  Manager  to  wort  «nMn  te . 

Strategic  Business  Development  team  which  covers  Europe.  Asia  and  Latin ' «»■*■ 1 l'^vWual 

will  be  closely  involved  in  the  formulation  and  implementation  of  strategic  busi 

The  primary  responsibility  of  the  role  Is  the  generation  of  Ideas  and 

and  implement  at  International  strategy  far  the  mutual  fand  group.  TWs  will  Include  the  fo  owing 

■ gather;  analyse  and  interpret  a variety  of  data  to  support  business  initiatives 

■ maintain/analyse  competitor  activity  in  order  to  establish  trends  & opportunities 

■ provide  information  on  product  providers  and  distribution  trends 

■ work  closely  with  appropriate  UK  & Overseas  business  ixilts  in  order  to  prioritise  international  markets 

■ develop/manage  relationships  with  external  suppliers 

The  successful  candidate  will  have  3/5  years'  experience  of  strategic  business 
gained  In  Asset  Management,  strategic  consultancy  or  other  financial  services  areas,  preferably 
within- an  international  context.  Experience  of  mutual  funds  will  be  advantageous. ^Moreover, 
the  candidate  will  have  outstanding  analytical  skills,  be  Innovative  and  creative  and  be  able 
demonstrate  strong  communication  skills  In  an  energetic  and  dynamic  environment.  Language 
skills  will  be  highly  desirable. 


.'MB****  4WR: 
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For  farther  information,  please  contact  Martin  Symoo  at 
Jonathan  Wren  & Co  Ltd,  NoJ.  New  Street,  London  EC2M  4HY. 
Telephone  0171  623  1266.  Fax  0171  626  5258. 

Email  martlnreymon®jwren.com 
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UK  & International 
Sales  & Marketing  Managers 


Senior  Corporate 
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Attractive  Packages 

Development  of  equity,  fixed  income  and  derivative  products. 


London 


arc- 1 
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THE  COMPANY 

♦ A significant  participant  n domestic  and  international  repo 
and  stock! ending  markets.  Part  of  one  of  die  UK's  leading 
financial  services  groups. 

♦ Established  as  an  innovative  provider  of  financial  products. 

♦ Further  extending  the  product  range  and  markets  in  which  It 
participates,  in  the  UK  and  internationally. 

THE  POSITIONS 

♦ Senior  and  junior  sales  and  marketing  managers,  ideally  with 
experience  in  both  equity  and  fixed  inooma  markets. 

♦ Responsibility  for  die  development  and  management  of  an 

International  dtanc  base.  % 

♦ Part  of  a small  team  focused  oh  extending  the  company's 


Assist  proprietary  cracfing  and  take  a pro-active  role  In  further 
product  and  systems  development 


QUALIFICATIONS 

♦ A minimum  of  three  years'  sales  and  marketing  experience 
gained  within  a tanking,  stockbroking  or  International 
financial  services  environment. 

♦ Previous  experience  of  repo/securities  lending  is  vital,  whilst 
a working  knowledge  of  proprietary/derivative  trading 
imgiumena  would  be  advantageous. 

4k  Graduate  calibre  with  excellent  communication  and 
interpersonal  skills.  European  language  skills  are  highly 
benefitiaL 
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position  m a number  of  markets. 

Please  send  foil  cv,  stating  salary,  raTFSZO  I 177FT,  to  MBS,  21-24  Gariick  Hill,  London  EC4V  2BX 
Fax  0171  4890498  Email  fep©nbLcoaik  Tel  0171  379  1070 
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Sue  figure  paidkage 
+ bonus  + benefits 


Global  Industrial  Group 


London 
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Director  of  Acquisitions 


:«A-.  v : 


Influential  new  rote  driving  an  Intensive  corporate  development  programme.  Highly  successful  c.  £7  bIHlon 
turnover  world-class  group  with  International  manufacturing  and  distribution  In  over  SO  countries.  Pre  eminent  in 
Its  svetor  with  leading  positions  and  dominance  m certain  markets.  The  group  is  poised  to  develop  sigrtifleantiy 
both  organically  and  by  acquisition  in  a globally  determined  competitive  environment.  ExceBont  positioning  for 

promotion  Into  line  management. 


THE  ROLE 

■ Responsible  to  the  Group  Finance  Director  for  the 
development  and  management  of  the  Group's 
acquisition  end  business  development  programme 
internationally.  Managing  a small  team. 


THEQUAUBCAHONS 

■ Outstanding  high-achieving  graduate  accountant/ 
lawyer  with  an  action  orientation  and  distinguished 
record  In  blue-chip  corporate  finance  organisation. 
MBA  and  relevant  experience  in  commerce  desirable. 


Identifying  relevant  targets.  - Leading  detailed 
negotiations,,  frequently  -,  principal  to  principal, 
uxu missioning  and  . managing  professional 
intermediaries. 


Authoritative  origination  and  transaction  experience 
jn  M&A  and  disposals  with  knowledge  of 
International  financing,  tax  and  legal  matters. 
Disciplined  analyst  and  planner  with  commercial  focus 
and  objectivity. 


*n  mi  r 


Developing  strong  relationships  both  Internally  and 
externally  to  identify  opportunities  for  corporate 
development  and  group  synergy.  Conducting  post- 
acquisition  appraisals. 


Entrepreneurial,  self -motivated,  unpretentious  yet 
Imaginative  team  player  with  stature  and  poise. 
Robustness  and  flexibility  to  represent  the  Group 
effectively  In  a broad  range  of  transactions. 


Tbfc  0171  298  3333 
Fax:  0171  298  3399 
Email:  mwadeOspenceratuartxom 


PImm  reply  with  full  details  m 
Selector  Europe.  Ref.  DHISZ444-7/29, 
1C  Connaught  Place, 

London  W22ED 


Product  Management  1 Development  Manager 

International  Mutual  Funds  - London  based 


This  outstanding  opportunity  exists  within  a world  doss  financial  services  group.  Reporting  to  (he  head 
of  international  product  development  you  win  be  responsible  for  ensuring  that  this  company  stays  in  the 
forefront  of  product  design  and  development. 


Sequoia 
Consol  ting 
Limited 


Working  as  part  of  a small  team  you  wfil  take  a proactive  role  managing,  developing  and  launching 
innovative  products  within  foe  International  Mutual  Funds  business.  The  Group’s  primary  focus  is 
towards  Europe,  Asia  and  Latin  America.  In  adcfition  to  ensuring  products  are  leading  edge  you  will  nl^ 
monitor,  review  and  advise  on  funds  performance,  trends  and  products  pertaining  to  specific  channels  and 
market  segments. 


To  succeed  in  this  challenging  role  you  will  require  a high  degree  of  numeracy,  intellectual  agility  and  an 
analytical  mindset.  Problem  solving  and  lateral  thinking  will  be  your  forte.  Professionally  qualified  (AC  A. 
CFA,  MBA,  Actuary)  you  will  be  proficient  in  one  or  more  European  languages  in  addition  to  English! 
Recent  international  experience  of  marketing  and  product  development  in  a financial  services  environment 
is  prerequisite;  you  will  be  comfortable  with  financial  modelling  using  a number  of  programmes.  This  is 
an  excellent  opportunity  to  pursue  your  career  with  a progressive,  world  class  Group, 


Bradstock  House 
52/53  RusseO  - 
Square  . 

London  - ■ • . - i 
WC1B4HP 


Telephone . • 

<0171)5802553' 

Fax 

(0171)  580  2771; 


SEQUOIA 


Gomacc  Dudley  Edmunds  by  telephone  (0171)  580  2553  t 
fax  (0171)580  2771  nr  E-mail  dudley@sequoia.fiechxo.uk 
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Speculate  and  accumulate. 


Accountancy  Appointments  every  Thursday  in  the  FT. 

Includes  Tax  Specialists,  Analysts  and  Finance  Directors. 

For  more  information  on  advertising  opportunities  please  call: 

Tel:  +44  171  873  3351  Fax;  +44  171  873  4331 


financial  times 


FRIDAY  FEBRUARY  5 1999 


GROUP  MANAGING  DIRECTOR 


Attractive  remuneration  package  inctucfings- 
secure  furnished  accommodation 
Chauffeur  driven  company  car 
Medical  care  etc. 


NIGERIA 
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HeideJberger  Zemsnt  is  one  of  the  largest  cement  companies 
worldwide.  We  are  competetive  and  successful  and  always 
searching  for  new  technologies.  For  our  Corporate  Finance 
department  we  are  looking  for  a:  . 

Senior  Corporate  Finance  Officer 

Job  description: 

- You  will  be  based  in  Heidelberg.  You  will  report  directly  to 
the  director  of  the  Group  Corporate  Finance. 

- As  a Corporate  Finance  Officer,  you  will  be  in  charge  of 
various  financial  and  tax  engineering  protects.  In  coopera- 
tion with  the  other  group  departments  involved  in  the 
implementation  of  these  operations  (Legal,  Tax,  Accounting 
and  Consofidation,  Strategy  and  Development,  Operational 
departments,  etc.)  you  wiH  coordinate  the  analysis  and  the 
implementation  of  cfifferent  projects. 

Job  requirements: 

- university  degree  (law,  economics,  business  and 
administration  or  equivalent) 

- 4 to  5 years  experience  in  a large  industrial  company, 

in  a holding  company  or  In  a bank,  or  simflar  experience 
in  an  audit  firm  or  a tax  consulting  company. 

. - fluent  German  and  English  (knowledge  of  French  being 

a plus) 

- Good  knowledge  of  taxation.  Creative,  open  and  with  an 

* inquiring  mind.  Capable  of  working  autonomously  as  welt 
as  a team  player.  Prepared  to  travel  frequently.  Flextole 
character.  Verbal  and  written  communication  skills. 

Our  often 

- a responsible  and  chaDariging  position  that  provides  a lot 
of  opportunies  for  own  initiative  and  direct  action 

- attractive  salary  and  an  the  benefits  you  would  expect 
working  for  a large,  international  company. 

Pleas©  forward  your  resume  together  with  detaBs  of  your 
availability  to: 

'.  ' WFV ^Depivtmatt,  Befflriw  SteXt&l Germany: 

We  look  forward  to  hearing  from  you. 

HHDELBHWMR  ZEMEKT  - __ 

der  wactutuntsorientieita  . Mpd 

Baustoffkemaam  mtt 
24.000  Mtwtwttam 
an  500  Standovtan 
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national  und  international 


Position  available^ 


To  advertise  your  appointments  in  the  FT  please  call: 
Tel:  -t-44  171  S73  3351  Fax:  +44  171  873  4331 


SWISS  INTERNATIONAL  BANKING  SCHOOL 


RICHMOND 


les  Echos 

IrfiMUnAnStginrii 
The  FT  can  help  you 


reach  additional  .business 
readers  in  France.  Our 
link  wilh  the  French 
business  newspaper,  Les 
Echos.  gives  yon  a 
unique 

advertising  opportunity 
to  capitalise  on  ihcFTs 
European  readership 
to  further  target  the 
French  business  wodd. 
For  information  on  rates 
and  further  details  pkase 
telephone: 

Karl  Loynton  on 
+44  171  873  3694 


INTERNATIONAL 
INVESTOR  RELATIONS 

Tjari<T)()i  R^ii-ppfmrr  haawl  wmaiil  rjmry 

. network  seeks  additional 
executives  for  London  office. 
Financial  background  and  languages 
essential,  eg&eriaue  in  corporate 
ccmnuni cation  an  asset. 

Sound  writing  and  analytical  skills  plus 
database  management  are  required. 
Box  A6305, 

Financial  Times, 

One  Southwark  Bridge, 
London  SB1  9HL 


adidas-Salomon  is  the  Number  1 Sports  Brand  in  Europe  and  the 
Number  2 Sports  Brand  Worldwide.  We  are  truly  a global  company 
with  subsidiaries  or  joint  ventures  in  over  50  countries  of  the  world 
and  product  sales  in  more  than  160  countries. 

Your  chance  as 

Head  of  Management  Reporting 


In  this  position,  you  will  lead  an  international  team  responsible  for 

Preparation  and  analysis  of  the  Consolidated  financial  results  for  the 
Group  for  presentation  to  the  Main  Board  and  Senior  Group 
Management 

Preparation  and  analysis  of  Group  budgets  and  forecasts 

Provision  of  general  financial  analysis  service  to  the  Group  CFO 

Participation  in  development  and  implementation  of  Group  financial 
planning  and  control  systems,  world-wide 

Your  profile: 

5+  years  financial,  accounting  and  reporting  experience  in  a multi 
national  company.  Staff  management  experience  an  advantage. 

University  business  or  accounting  qualifications.  CA,  CPA  or  similar 
preferred. 

Excellent  analytical  and  communication  skills. 

Fluency  in  English  with  good  knowledge  of  German  preferable. 

Who  we  are: 

Reporting  to  the  Vice  President  Group  Reporting  and  Tax, 
Management  Reporting  is  a part  of  the  Group  Reporting  and  Tax 
finance  team,  in  addition  to  the  duties  mentioned  above  Group 
Reporting  and  Tax  is  also  responsible  for  the  world-wide  Tax 
planning  and  management  and  the  development  and  control  of 
common  accounting  systems  and  policies,  world-wide. 


adidas-Salomon  AG 
Human  Resources 
Mr.  Thomas  John 
P.  B.  1120 

91074  Herzogenaunach 
Germany 

http://www.adidas.cle 


We  invest  in  the  best. 


We  ore  the  largest  global  find  management  company  m Singapore.  A career 
with  w means  prestige,  challenging  and  interesting  work,  financial  rewards 
and  excellent  career  Prospects.  We  also  provide  the  global  exposure  which  fino 
others  can  match. 

Tonwktonr growing  needs,  nr  need  outstanding,  committed  and  hjgkfymotivatcd 
individuals  to  join  vs  as: 

SENIOR  INVESTMENT  OFFICERS 

JL  Etffope  Equities  Dfifsfefl 
B.  Hortb  America  Equities  Dhrtsioa 

Your  rote  Indudes: 

• Making  an  assessment  on  the  macro-economic  and  the  geo-political 
environment  as  wel  as  key  industry  trends  and  company-specific  issues 

* Translating  the  assessment  into  portfofio  investment  dedsJOTs  based  on 
the  prospective  returns  and  risks  of  these  marfcetsfeiocfcs 

You  should  possess  a good  Honours  Degree  from  any  dtedpEne  with  3 - 6 
years’  relevant  experience.  You  should  be  a team  playBr  who  is  able  to  work 
independently.  You  should  also  have  integrity,  axceflent  analytical  ability, 
and  strong  interpersonal  and  communicalion  skills. 

If  you  would  Bke  to  invest  your  career  with  us,  please  send  a comprehensive 
resume  and  supporting  documents  to: 

The  Director,  Admin  & Personnel 

Government  of  Singapore  Investment  Corporation  Pte  Ltd 
250  North  Bridge  Road,  #38-00  Raffles  Chy  Tower 
Singapore  179101 

or  fee  (65)  3308537,  or  e-mail:  appfy@gic.conuBg 

WS  krvttB  you  to  visA  our  webste  at  www^kxoomsg 
M afipBeatums  should  reach  tke  Corporation  bj 
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W4  rtgret  tkat  oaf?  AortHsted  applicants  trill  be  nohjitd- 


As  the  largest  United  Nations  Programme  in  the  Middle  East.  UNRWA  provide*  education, 
health  care,  relief  m*]  social  services  to  3-5  million  registered  Palestine  refugees 

in  Jordan,  Lebanon,  the  Syrian  Arab  Republic,  the  West  Bank  and  (he  Gaza  Strip.  The 
UNRWA  ares  sms'  Provident  Fund  is  a benefit  which  applies  to  some  20,000  UNRWA  area 
staff  loenud  ai  Agency  offices  in  Ionian,  Syria,  Lebanon.  Gam  nod  tbe  West  Bank.  The 
maria  value  of  the  Fund  is  *rTrnnr*"nC  TJSS1  hill™  invested  in  global  bonds  and  equities. 
The  fund  employs  7 investment  manages,  a global  custodian  and  a performance  evaluation 
company.  A security  lendmg  programme  is  also  administered  to  boost  the  income  of  (he 
Rod. 

For  the  coordination  and  administration  of  tbe  Provident  Fund  and  for  advice  on  investment 
strategy  and  performance,  UNRWA  is  seeking  to  employ  an  experienced 

Chid!;  Provident  Fond  Secretariat 

to  be  toed  at  UNRWA  Headqnatten  in  Amman.  Ionian.  Repotting  to  the  CompaoDa;  the 
incumbenr’s  responsflriluies  include:  to  provide  operational  and  strategic  aotijras  and  advise 
oo  the  perform  mire  of  investments  to  an  investment  Advisory  Cnmmitiec.  to  monitor  the 
wodc  of  the  global  cwstadmn  and  investment  fund  manages;  to  establish  infartmrion  links 
to  ensure  awareness  of  trends  and  waMcies  for  investment  purposes;  to  act  as  Secretory  of 
Advisory  Camnrinees;  to  mainrni"  records,  effect  payments,  administer  the  loan  scheme, 
ccodnct  liquidity  and  demographic  studies. 

* Requirements:  Advanced  uxdvcrsiry  degree  in  business  adminhitratioQ.  banltingAnvesonenL 
or  (Erectly  related  field;  M least  10  yeas'  progressively  responsible  professional  experience 
in  investmentijpenaoo  fund  activities  at  senior  level,  5 yearn  at  snpovismy  level  in  a large 

OfgBnnaHotL 

Language  and  Interpersonal  shUhc  Eicdfcm  interpersonal,  written  and  oral 

cfmnnnnteaTt<ui  rintU  h.  Rnglkh. 

Cootpater  knowledge  Foil  comparer  breracy  wiwnhi  as  extensive  use  of  technology  is 
made,  pv+vtfng  wmpiiwnHt  systems. 

Desirable:  Working  knowledge  of  Arabic;  knowledge  of  Mkkfie  East  culmns/wort 
practices;  Ottnated  Financial  Analyst  (CFA). 

Renmnerafka  at  PS  level:  Amnia!  net  (tax-fieej  salary  starting  from  USS  69300  ( single) 
and  $75,200  (with  dependents)  pins  attractive  fringe  brnefas  psdcige  (education  grant, 
dependency  allowance,  home  trove,  pension  fund,  health  plan,  generous  animal  leave 
provisions,  relocation  padkage).  Initial  contract:  1 year,  extendable. 

Applications  before  28  Fetwnary  19W  to:  Head.  Recntitment  Section  iVN/2/99i.  UNRWA 
HQ  Gaza,  via  UNRWA  HQ  Amman.  P.O.  Box  140157.  Amman  11183  Jordan. 

Fax:  (Gaza)  (+972-7)  677  7555.  from  where  additional  information  can  be  obtained. 


Consulting 
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IMPLEMENTATION  CONSULTANTS 


Untsastme  the  Power  Within 

EUROPEAN  TAX  MANAGER 

Tyco  International  Limited.,  a US  SI  7 Mfion  diversified  manufacturing  and  service  company  with 
over  80,000  employees  worWwftJfl,  is  the  world's  tersest  manufacturer  avid  frstallBr  of  tire  and  safety 
systems  and  provider  of  electronic  security  sendees  and  has  strong  leadership  positions  In 
tfeposable  medical  products,  packaging  materials,  flow  control  products,  electrical  and  electronic 
components  and  underwater  tetecomrramcMions  systems. 

Our  companies,  such  as  ART,  US  Surgical,  Kendall  Health  Products  and  Total  Waltter  are  household 
names  bi  their  fields.  Witii  projected  expansion  throughout  Europe  and  the  rest  of  the  world,  our 
woridwide  growth  should  reach  over  S23  bfflkm  In  turnover  in  1989  alone. 

lb  aid  h Has  period  of  expansion  aid  for  the  future,  we  are  seeking  a European  Tax  Manager  to 
coordinate  our  International  tax  strategy  and  corporate  structuring  activitne  throughout  Europe  and 
the  Middle  East 

This  is  a key  position,  wttb  European  wide  responslbROas  and  scope,  reporting  to  the  Director  of 
International  Tax  and  working  closely  with  the  European  Legal  and  Finance  Departments. 

The  successful  cantfldate  wfll  have  a minimum  of  five  years  of  international  tax  experience,  with  a 
imdtMoral  or  an  International  accounting  w law  firm,  preferably  as  a ox  manager  w lax  counsel. 
A CPA  degree  or  an  advaned  legal  degree  in  international  taxation  is  a prerequisite,  as  Is  complete 
fluency  di  En^sh.  French  and  preferably  a teast  one  other  European  language.  Otflarazatioral  and 
computer  SkSs  are  also  a must.  The  successful  candidate  will  be  a seif -starter,  enthusiastic  and  able 
to  take  a teaderehty  position  In  b dynamo  and  changing  business  ewironmem. 

Tyco  offers  an  outstanding  professional  chafenge  and  competitive  compensation  commensurate 
wfttl  fflqwftencs.  If  this  description  fits  you.  please  reply  in  confidence  by  mail  or  by  fax  with  a cuneffi 
C-K,  salary  history  and  an  analytical  English  writing  ssnple  (no  more  than  5 pages)  Ire 

8UA0229 
RnandaiTlmK 
Dm  Southwark  Bridge 
London  SE1  DHL 

Closing  date  for  applications  is  Fttnwy  15, 19» 

To  learn  more  abort  Tyco  Intemetionai  Ltd.. mstt  wr  wefisite  at  inp^wwauytoinLcom 


to  your  numbers. 


Junior  Accountancy  Appointments  in  the  FT. 

Includes  Bursars.  Financial  Managers,  Financial  Controllers  and  Financial  Directors. 

For  more  information  on  advertising  opportunities  please  call:  Tel:  +44  171  S73  4006  Fax:  +44  171  873  4331 
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GUINNESS 


Nycomed 

Amersham 

Corporate  Tax  Manager 

Wycoroad  AmaroAam  b a wotfef  teadar  fa  fawfvo  <BafftosOc  tai^fcig  ami  nsjaareh  based  Mofecftno<i^f  sapjrfy.  TTw 
company  alms  to  generate  tecfaaologteg  wtfeii  fciK  the  frontlets  of  bkwclence  with  sodaty’g  immiIb  Ipt  bettor  and  mow 
cost  eOectfve  beaftbeare.  TbcKr  0obal  organisation  has  onmsa!  revooues  of  £1-4  faOlon,  employs  aromcf  11,000  staff 
woridwMe  and  has  R&D.  manufacturing  «d  inailietfcig  oporatlora  >n  aB  of  the  woiWa  imtfor  ipwicatB. 


Bucks 


An  exerting  rale  has  arisen  Tor  a Corporate  Tax  Manager. 
Reporting  to  trie  Director  of  Tax.  this  roie  wiB  be  heavily 
biased  towards  International  work  and  wiQ  have  the 
following  responsibilities; 

♦ Working  with  the  Tax  Director  on  the  formulation  and 
Implementation  of  the  Group’s  taxation  strategy. 

♦ Optimising  and  monitoring  compliance  of  the  Group's 
rwvlcfwWe  transfer  pricing  policy. 

♦ Planning  and  strategic  development  for  the  repatriation 
of  overseas  profits  to  the  UK. 

♦ Project  work  in  relation  to  acquisitions  and  disposals. 

Due  to  the  nature  of  this  role.  Nycomed  Amersham  wishes 
to  appoint  an  energetic,  commercial  indMdual  who  wit!  be 


£ Competitive  Package 

comfortable  operating  at  a senior  level  wftMn  the 
organisation. 

You  will  be  a quafifled  ACA,  and  possibly  AT1L  with  at 
least  five  years  post  qualified  experience  pined  within  the 
Big  5 and  Ideally  should  have  reached  senior  manager 
level  hawing  gained  experience  of  advising  International 
Pics.  This  Is  an  ideal  opportunity  to  mowa  into  Industry 
and  become  an  integral  part  erf  genuine  business 
decision  making. 

Interested  candidates  should  contact  our  advising 
consulted  Rana  Reynolds  at  Michael  Page  Taxation,  Page 
House,  3941  Parker  Street.  London  WC2B  5LN,  quoting 
reference  480452.  Telephone  0171 269  2322  or  fax 
0171 831 6662.  &ntai1:  fianaraymldsemichaelpa8e.com 


Michael  Page 


TAXATION 

wwwjrfchaelpag^can^ 

Australia  • China  • France  • Germany  • Hong  Koag  • Italy  • Netherlands  * New  Zealand  * Singapore*  Spain  • UK  • USA 
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Are  you  more  than  a (®W) 
Finance  Director  c 2>^^: 

The  Bash  Chicken  MvMon  is  a dMatow  withfai  ftamptei  Craaiby  R>Q<1 

and  UK  market  jeader  hi  the  snpply  of  cMcten.  pork,  beef  and  lamb  to  the  — 

employs  10,500  p«pl*  In  *01  opeaOngdMakms  and  taa  • turmw  c#  around 

Thome,  S Yorks  £70,000  + Bonus  + FX  Car  + Bens 

The  Dte&ion  commands  a strong  position  in  the  UK  ratal  £^^^^^^rfc^UQfme^^^^n>UniCated 

market  and  has  a turnover  of  £360  mBUon.  Asa  actioned  by  every  levelorwtebu*^ 

consequence  of  a major  stratagfc  acquisition  and  Internal  ♦ tdentflV  profit  opportunities  and  support  

reorganisation,  an  outstanding  commercially  orientated  ttevetopment  solutions  to  drive  me  business  Ttxvrena. 

IndMduai  Is  sou&it  to  drive  forward  the  Fresh  Division.  kfcelty  with  an  excellent  track  record  of  achievement  in  a 

This  is  a high  profile  position  both  internally  wtthin  the  profit  accountable  rote  wtthin  a fast  mwtng  erwonmem. 

business  and  externally  In  the  UK  retafl  market,  ft  reports  the  successful  candidate  win  be:  

to  the  Divisional. Managing  Director  and  operates  at  the  * a commined  team  player  and  an  excellent  communicator, 

heart  of  the  business.  Fundamental  to  the  success  of  the  * nnnahte  of  oartidpatirtf  in  areas  outside  of  finance. 

role  will  be  the  abIBIy  to  operate  outwith  the  accounting  ___  . „1k1.r(M.  .^w.  i» 

(unetton  and  to  help  mould  tte  a«topn»nt  of  the  ♦ A forwrd  kxaWng.  tnoovatlve  trtntef  who  Is  eomfortaol, 

business.  You  wfil  have  to:  with  and  can  lead  change. 

♦ Ensure  the  ftaaneUMh  of  the  DMsion  durttg  ♦ Beableto  dem^leaderehrtiandstror^mar. 

dyremk:  growth  ’ nrar>8gefT>ont  skiUs. 

aOvice  and  support  retained  consultant  James  Newman,  Executive  Division  at 

♦ Challenge  business  assumptions  and  investment  plans  Michael  Page  R nance.  Leigh  House.  28-32 St  Pauf’s  Street, 

to  maximise  benefits  to  the  business.  LS3. 2PX,  fax  0113  243  3177.  quoting  reference 

♦ Ensure  that  the  key  levers  of  profitabJBty  and  cash  483535.  ^rnall:  jarnesnewman«rnlchae4««e^ 


Michael  Page 


FINANCE 

wwwjnW»aipagB®om> 

Anstralia » Qdna ♦ Frame « Gennany  • Hong KnnC  » Italy  » Netherlands  ♦New  Zealand  • Singapore » Spain  ■»  UK*  USA 


A member  of  the  Hypo  Foreign  & Colonial  Group 

Fund  Accountant 

Forstei  A Colonial  Managament  k agfobal  hrvestroent  management  company  managing  heids  of  over  £25  Mlflon  for 
a itvcTM  portfolio  of  tastttuthmal  ml  ratal  efients  based  hi  the  UK  md  overseas. 


London 


£ Excellent 


As  part  of  its  ongoing  strategic  development.  Foreign  & 
Colonial  now  needs  to  recruit  e Fund  Accountant  to 
further  strengthen  their  finance  function.  This  is  a high 
profile  role  reporting  to,  and  deputising  for.  the  head  of 
the  (Unction,  requiring  a dynamic,  flexible  approach  and 
the  ability  to  Parse  across  an  levels  of  the  business. 

Key  responsibilities  wfll  Include: 

♦ Production  and  presentation  of  half  yearly  and 
statutory  accounts  for  pubOdy  quoted  Investment 
trusts  and  unit  trusts,  reporting  up  to  Board  level. 

♦ Monitoring  offshore  fund  and  unit  trust  accotsrts 
produced  by  third  party  administrators. 

♦ Production  and  analysis  of  statistical  information. 

♦ Tax  computations  and  returns  Including  VAT. 


Ideal  candidates  wiU  be  qualified  accountants  from  an 
Investment  or  related  financial  services  background, 
preferably  in  fund  management  and  with  a good 
understanding  of  fund  accounting  and  taxation  issues. 

Candidates  are  likely  to  have  gained  a minimum  of  two 
years  experience  post  quaBflcation,  but  more  emphasis 
will  be  placed  on  the  incfivkhiaTs  level  of  maturity  and 
presence.  This  role  requires  a self  confident,  proactive 
approach  coupled  with  excellent  communication  skills. 

Interested  canrfidates  should  send  a full  CV  with 
current  remuneration  details  to  James  Rushworth  or 
Tom  Mardon  at  Michael  Page  City,  50  Cannon  Street. 
London  EC4N  6JJ,  fax  0171  329  3426.  Ref  482846. 
e-mail:  Jamesnjshworth@rruchaelpage.com  and 
tommardonOmlchaelpage.com 


Michael  Page 


CITY 


London  • New  York  • Paris  • Amsterdam  • Frankfurt  • Milan  « Madrid  • Hong  Koqg  - Singapore  • Sydney 


c xmn  in 


Financial  Controller 


West  of  London 

Our  client  is  a major  developer  of  commercial 
property.  As  part  of  their  development 
activity,  they  have  a number  of  subsidiary 
companies  operating  in  leisure,  property 
and  facilities  management.  With  the 
continuing  expansion  of  their  business,  they 
seek  a Financial  Controller  for  the  Group. 

Reporting  to  the  Finance  Director,  your  main 
responsibilities  will  be: 

♦ Review  and  develop  all  financial  systems 
and  controls. 

♦ Manage  and  plan  the  budgeting  and 
forecasting  processes. 

♦ Control  of  cash,  including  treasury 
management. 

♦ Manage  and  develop  the  Group's 
monthly  and  annual  reporting 
procedures. 


£40,000  + Car  + Bonus 

You  will  be  keen  to  take  ownership  of  these 
functions  and  to  become  involved  in  the 
strategic  direction  of  the  Group.  You  will  also 
enjoy  the  hands-on  development  of  financial 
controls  and  a motivated  finance  team.  As 
a qualified  accountant  with  at  least  two 
years  post  qualified  experience,  probably  in 
a medium  sized  commercial  environment, 
you  will  be  expected  to  influence  decision 
making  on  operational  aspects  of  the 
business.  In  return,  you  will  receive  an 
attractive  remuneration  package  and  the 
autonomy  to  define  your  role  and  career  path. 

Interested  applicants  should  forward  a 
comprehensive  CV,  including  details  of 
current  salary,  quoting  reference  480065  to 
Peter  I stead  at  Michael  Page  Finance, 

Europa  House,  Church  Street,  Old  Isleworth, 
Middlesex  TW7  6DA.  Fax  0181  847  5703. 
e-mail  peteristead@michaelpage.com 


Michael  Page 

FINANCE 

Australia  • China  • France  • Germany’  * Hong  Kong  * Italy  • Netherlands  * New  Zealand  * Singapore  • Spain  • UK*  USA 


Finance  Director 


c.£55,000  + Car  + Benefits 


Midlands 


Following  a period  of  fundamental  change,  an  exciting  opportunity  has  been  created 
to  work  closely  with  the  Chief  Executive  to  enhance  the  business  performance  and 
growth  of  a high  profile,  private  property  investment  and  development  business. 


THE  POSITION 

♦ Deliver  effective  strategic  and  operational  financial 
management  of  investment  portfolio,  Lead  a small  own  with 
direct  report  to  Chief  Executive. 

♦ Contribute  to  identification,  appraisal  and  delivery  of  new 
investment  and  development  opportunities.  Negotiate  and 
secure  commercial  funding.  Analyse  and  measure  investment 
performance. 

♦ Review  and  develop  IT  and  ocher  systems.  Increase  scope 
and  effectiveness  of  management  information.  Resource  and 
motivate  support  personnel 


QUALIFICATIONS 

♦ Minimum  5 years’  post  qualification  experience  of  senior 
financial  management  and  business  performance 
improvement.  Proven  ability  to  deliver  results.  Properly 
sector  experience  an  advantage  but  not  essentnL 

♦ Strong  background  in  financial  planning  and  analysis. 
Experienced  in  identifying  and  securing  commercial  funding, 
familiar  wftfr  methods  of  investment  evaluation.  Sound 
knowledge  of  current  taxation  issues. 

♦ Highly  credible,  tenacious  and  personable.  A self  sorter  but 
equaify  effective  team  player.  Committed  and  ambitious.  An 
able  negotiator.  IT  iterate. 


Please  send  fiiU  cv,  stating  Mfory.  ref  LG20 121 3FT,  to  NBS,  S4  Jermyn  Street.  London  SW1Y  6 LX 
Fax  01 71  491  0447  EttuJI  JeneferW@nb-selcctioivcojik  Tel  0171  493  <392  ' 


Aberdeen*  Birmingham  - Bristol  • Cardiff  • Qiy  • Ednburgh  - Glasgow 


leedi  • London  • Manchester  - • Soutft  - FanHwx?  rta*1d  • fea 


NB  Selection 


A 8NB  Resources  pic  company 


NBS 


Property  & Construction 


ISO  9002  Registered 


This  window  open. 


Banking  & Finance  Appointments  in  the  FT. 

Includes  Managing  Directors,  Chief  Executives,  Analysts  and  Actuaries 
For  more  information  on  advertising  opportunities  please  call:  Tel:  +44  171  873  4153  Fax:  +44  171  873  4331 


c £7 00,000  package 
plus  benefits 


OK,  London 


UK  Finance  Director 


®PP°rtuntty  to  Join  a profitable,  high  profit*  and  growing  media  business.  Penguin  UK  b a 
eoma.t/aff?"^'!€0tof  fAe  c LSSO  million  Penguin  Group  *nrfa  core  business  of  Peenon  fife  a FT5C  50 
piny.  stretching  remit  supporting  the  established  UK  Managing  Director  and  Board  In  growing  tbe 
Business,  both  organkaOy  and  by  acqiHsltton,  and  contributing  significantly  beyond  finandW 
management  and  control. 

THE  HOLE  TUFAHllHVl-nniU 


I 


Acting  as  part  of  an  experienced  and  creative 
UK  Board  tasked  with  developing  further  an 
imaginative  strategy  to  maintain  and  enhance 
existing  strong  revenue  and  profit  growth. 

Motivating,  leading  and  developing  a substantial 
andiu*sta“®1ed  fmance  team  to  improve  the 
quaiity  and  responsiveness  of  financial  analysis  and 
fiance  30  eff*etiw*  mlatioftship  with  Group 

Evaluating  and  refining  the  production  of  financial 
and  management  Information  to  provide  UK 
board  colleagues  with  relevant  and  perceptive 
data  to  sustain  profitable  corporate  development 


THE  OUALKCAHONS 

■ Graduate  Accountant,  with  first-das  financial 
management  modelling  and  business  appraisal 
experience  for  .a  blue-chip,  fast-moving  biahwss. 
Media  or  related  experience  highly  advantageous. 

■ Challenging  yet  diplomatic  style.  Able  to  respond 
qukkJy  and  assimllatB  data  promptly  to  generate 
imaginative  buslnes  solutions.  Capable  of  and 
keen  to  encourage  Initiative  whilst  maintaining 
tight  financial  control. 

■ Highly  commercial  with  superior  communication 
skills.  Excellent  staff  and  project  management 
skills.  Effective  and  dynamic  in  market-driven 
cultures  and  able  to  progress  further. 


Tat  0171  298  3333 
Fax;  0171 2S8  3388 

Emai,:  cwaldronGspencentuartxom 


| Selector  Europe 


J Spencer  Stuart 

^ 


Please  repljnafth  fid  datafittcc 
Maxtor  Europe.  Arf.  TMOM36-1/29, 
IS  Cenoaught  plan. 

London  W2  ZED 


RCISS 


C.  London 


Highly  Competitive  Package 


Reiss  is  a dynamic  new  force  in  the  design,  marketing  and  retailing. of  hlgh-fashlon  menswear  ctoihlng.  Crowned 
‘FHM  Menswear  Retailer  of  the'Year*  for  1 997.  the  Group  is  currently  Implementing  an  aggressive  plan  for  national 
and  international  expansion. 

As  pest  of  a major  programme  to  improve  the  efficiency  of  financial  and  management  reporting  systems  across 
the  Group,  we  are  now  seeking  a highly  motivated  and  exceptionally  capable  finance  professional  to  take 
responsIMBy  for  the  ongoing  development  and  implementation  of  it*  programme.  The  successful  candidate  wi)) 
join  a small  innovative  and  proactive  teem  response  for  all  aspects  of  financial  management  and  control  of 
the  Group. 

A key  element  of  this  challenging,  hands-on  role  will  be  the  development  of  Internal  accounting  controls  and 
management  reporting  systems,  with  pcsttcutar  emphasis  on  providing  quality  financial  Information  on  a timely 
basis  to  guide  the  Group's  expansion  plan. 

TNs  appointment  requires  a high  degree  of  dedication  and  commitment,  and  is  best  suited  to  someone  who 
excels  in  a fast  moving  and  demandng  environment.  The  successful  cancfidate  win  be  a qualified  Chartered 
Accountant  (or  equivalent),  aged  25-40.  with  a proven  track  record  In  a retail  environment.  Ideally,  he  or  she  wfll 
have  a minimum  of  three  years  retail  experience. 

The  company  offers  a very  generous  and  comprehensive  remuneration  package,  together  with  exciting  career 

development  opportunities  for  the  right  candidate. 

Please  send  fuB  personal  and  career  detaBs.  inducting  current  remuneration  and  daytime  telephone  number. 

In  confidence  to  Darren  Reiss.  Reiss  (Holdings)  Limited,  The  Reiss  Building.  1 14  Kings  Road.  London  SW3  4TX. 

Fax 0171 225 4901 


Car  Fleet 
Project  Manager 

Horsham,  W Sussex  circa.£35,000 

A Project  Manager  is  requited  to  deliver  die  design, 
implementation  and  management  of  the  Royal  fic.  StmAlliance  ; 
Car  Ownership  Scheme. 

Reporting  to  the  Group  Fleet  Manager  and  responsible  for  die 
provision  of  over  5,000  vehicles,  the  successful  applicant  will  - - • 
oversee  the  transition  from  a traditional  car  fieec.  You  will! 
demonstrate  both  financial  and  non-fmandal  benefits  and  Hake 
with  all  divisions  of  Royal  & SunAU Lance’s  UK  business. 

The  ideal  candidate  will  be  a CCAB  qualified  accountant  with  a 
minimum  of  2 years’  post  qualification  experience,  together 
with  current  knowledge  of  the  UK  tax  environment. 

Project  management  experience  with  evidence  of  good  analytical 
skills,  excellent  communication,  drive  and  determination  are  all 
essential  for  this  role. 

In  return  for  your  commitment,  you  can  expect  a highly 
competitive  salary  and  the  kind  of  benefits  you  would  expea 
from  a leading  Fmanrial  services  organisation. 

Please  send  CV  with  details  of  your  current  salary  to  Sue  Davies 
ar  Royal  Sc  StmAlliance,  UK  Facilities  Management,  Stane  Court, 
Albion  Way,  Horsham,  West  Sussex  RH12  1FB. 

Fax:  01403  234654. 


Royal  & 


ISUNALLIANCE 


We're  Unique.  Are  You? 

>«r  i>p'.'<>rl!ini|v  no!  ; u-l  in  -h.iro  ir  our  *ucce«.  but  in  create  it. 


Cupola  Is  a Regional  Development  Capital  and  Operating  Group,  headquartered 
in  Dubai  and  with  offices  is  London,  Geneva  and  Karachi. 

The  Group  has  grown  significantly  in  recent  years  and  lias  amassed  some  of  the 
region's  most  rignlfiiaiit  blue-chip  alliances  and  partnenhlps  in  the  Capital,  Consumer 
and  Information  sectors.  Cupola's  ln-house  Business  Development  Group  handles 
projects  and  business  ideas  from  conception,  planning  and  feasibility  and  into  pre- 
operation. 

We  are  looking  for  highly  motivated  individuals  for  the  following  Dubai-based 
Vice  President  - Business  Development  Group 

A high  quaBty  finance-oriented  business  developer  with  more  than  five  years' 
experience  of  foe  communications,  technology  and  fight  industrial  sectors  in  the  West 
or  foe  Middle  Bast  Yoo  should  have  a proven  track  record  in  leading  ar  strongly 
supporting  new  business  and  corporate  acquisition  strategy  in  pi  ejects  up  to  the  S20 
mill  inn  mark.  You  should  possess  strong  negotiation,  analytical  and  communication 
skills.  Yoa  are  a persuasive  presenter  and  someone  who  can  multi-task  and  lead 
effectively-  We  would  prefer  an  MBA  in  either  finance,  marketing  or  candidates  with 
professional  qualifications  (ACA,  CFA  or  equivalent). 

Technology  Analyst  - Business  Development  Group 

You  will  work  with  foe  BDC  as  a senior  analyst,  with  a specialisation  in  the 
axnnnmkations,  media,  information  or  technology  sectors.  You  must  possess  a firm 
grasp  of  trends  in  at  least  two  of  these  sectors  and  be  able  to  drive  identification  of 
growth  sectors  and  investment  opportunities  for  a strategic  investor  like  Cupola.  You 
should  possess  strong  analytical  and  communication  skills.  You  need  to  be  able  to 
develop  business  plans  for  foe  operations  you  identity  and  critically  evaluate  external 
proposals  we  receive.  You  should  be  an  MBA  in  finance  ur  have  a first  degree,  backed 
up  by  at  least  two  years'  professional  or  post-degree  experience. 

For  both  positions  you  should  be  willing  to  relocate  to  the  United  Arab  Emirates. 

A comprehensive  salary  package  is  offered  commensurate  with  qualifications  and 
experience.  Please  apply  in  confidence  by  sending  your  CV  (marked  with  the  code 
•BDG-)  toe 

Amy  Peterson,  Hie  Cupola  Group,  PD.  Box  23448,  Dubai,  UAE. 

Tek  971 4 319668  Fax:  971 4 319665 
ore-mall  your  details  in  confidence  fax  amy&capoUtgmupxom 
For  further  information  please  visit  our  website  at  wmunpohgnapna 


CUPOLA 


Our  dienl  is  a leading  potiripani  within  its  seder 
having  bull  an  enviable  reputation  for  quality  and 
prafesskmafcm.  The  company  has  considerable 
exposure  to  currency  and  commodity  price 
fluctuations  and  wishes  lo  increase  its  risk 
management  activities.  Additionally,  there  are 
significant  investments  which  are  dynamically 
managed  tor  maximum  growth. 

The  position  requires  an  individual  to  co-ordinate  all 
the  cammoirv  and  currency  operations,  investment 
fund  monitoring  and  management  (mdudmg  the 
activities  d advisers)  and  significantly  to  extend  the 
ccmputcmsation  services  «,  and  ccmmmocatkm 
between.  aH  parties.  The  ide  also  indudes  the  daily 
adrriHustratkxi  ct  the  Pension  Scheme,  together  with 
certain  financial  and  laxaticn  affairs. 

There  wculd  be  consrderaHe  scope  to  extend  the 
role  lo  assisting  m investment  appraisals 
and  decisions. 

The  successful  applicant.  ideally  a graduate  with 
advanced  spreadsheet  skis,  wiD  have  an  eye  far 
detail,  a mature  altitude  and  the  ability  to  liaise 
effectively  with  colleagues  and  financial  advisors. 
An  accountancy  qualification  would  be  an 
advantage,  as  would  relevant  or 
adaptable  experience. 


Investment 

Finance 

Manager 

Kent 

£ Competitive 
+ Car  + Package 
+ Bonus 


Fs) r .0 i ; /; it  i V ! ;! i /s  i > ' Hi  i>  ;.\  cii : i : j!i; . I 
r.w.Vt\v?/.vc  iv'r,  awt/ict  Oir.-rr  Jti , 
- Anna:  In 
Lo. tC.VU/P, 

Tel  Hi 71  f;n:  H’Tl  4"l>  t’:?2  V 

t'-if.Wi:  ji’itir/i " 


M ichel an ee i o A sst  >c i a tes 


International  Services  Company 


Group  Financial  Analyst 


COMPL.lIi  lM  PACKAdl  / C KVI  RAI  LONDON 


Our  efio*  »a  lading  FRE  2S0fatm«*)iial  sendees  provider. 
The  Group  has  strong  brands  and  a pre-eminent  position  in 
major  global  markets  operating  In  28  countries  worldwide.  It 
works  In  partnership  with  world-class  clients  and  is  committed 
to  continuous  Improvement.  The  Corporate  Planning  & Analysts 
division  seeks  an  ambitious  Accountant  to  Join  the  tom. 

THE  POSITION 

• Join  a young,  energetic  team  responsible  for  evaluation 
of  Investment  projects,  financial  planning  and  support 
of  major  corporate  projects,  such  as  acquisitions.  Joint 
ventures  and  disposals. 

• Play  a key  role  in  the  analysis  and  production  of  the 
Group  Strategic  Plan  and  Corporate  Budget. 


Sainty  Hird 

tic: 

PARTNERS 


• Critical  point  of  contact  between  the  Group  finance 
function  and  foe  business  units.  Close  proximity  to  the 
buslnes  and  rigilffcant  exposure  to  the  Board. 

QUALIFICATIONS 

• Ulgb-calibre  Chartered  Accountant  with  corporate  finance 
experience.  Impressive  academic  and  career  achievements. 

• first  band  experience  of  acquisitions  and  strong  project 
management  skills.  Pragmatic  and  rigorous  yproach  to 
problem  solving. 

• Dynamic,  proactive  and  a team  player  with  strong 
interpersonal  skills.  Ability  to  build  relationships  with 
people  at  all  levels. 


Muse  wad  a fofl  c*  and  carrmt  salary  details, 
quoting  re£990II5,  U>  Rebecca  Stewart, 
SHPAMocu6ea,Aldenaary  House, 

10-15  Queen  Street,  London  EC4N  FIX. 
TefcOTri  81  SUSS. Pax: 0171  SI 5 8800. 


Internee  vnmudipa^axuk 


Innovative  Executive  Recruitment 


HEAD  OF  TECHNOLOGY  FINANCE 


LEADING  MOBILE  COMMUNICATIONS  ORGANISATION 


M4  CORRIDOR 


• Cdtoct  art  a josh  venture  company  between  British 
Telecom  and  Sccnricot  Estabbsbed  In  1995  ibe  organisation 
is  one  of  foe  principal  providers  of  mobile  cotmnunkaiion 
services  to  foe  UK  business  and  consumer  maikcts. 

• palings  exceed  £1 .5  MBoo  with  over  4 ntijfion 
subsafoers.  This  market  is  characterised  by  multiple  tariffs, 
multipie  service  offerings  and  is  heavily  dependant  upon 
developments  in  ieadtagedge  technology. 

• Reporting  to  foe  finance  Director,  managing  a team 

of  20  finance  professionals,  this  is  a challenging  opportunity 
to  act  in  a pivotal  role  within  the  Ceftnet  Technology  Group. 
Principle  activities  include  coordinating,  reviewing  and 
monitoring  budgets  l£500m  + p.a.),  setting  and  appraising 
longterm  investrocm  plans  and  developing  tong-term 
relationships  with  Supply  Quia.  Process.  Technology  and 
IT  groups. 


c.  £70,000  + BENEFITS 


• A graduate  qualified  accountant,  with  an  established 
record  of  achievement  at  senior  level  in  a quoted  PIG 
environment,  where  finance  actively  contributes  to 
broader  commercial  decisions.  Must  have  a distinctly 
commercial  outlook  aligned  to  well  honed  technical 
accounting  skills. 

• Outgoing  manner  with  excellent  communication  skills, 
capable  of  quickly  gaining  credibility,  particularly  in  a 
customer  focused  high  technology  environment.  Energetic, 
resilient  and  good  under  pressure.  Comfortable  working  in  a 
relatively  informal  non- hierarchical  and  u jia  orientated 
business  environment. 

• Able  to  contribute  to  foe  development  of  a strong  'best 
practice*  finance  function  which  supports  ruber  than 
constrains  the  exploitation  of  high  value,  high  technology 
solutions  in  a dynamic,  high  growth  business  sector. 


Mease  apply  in  writing  quoting  reference  1770 
with  full  career  and  salary  derails  to: 
Kevin  Bishop,  Whaehcad  Selection 
1 1 HID  Street,  Loodon  WJX  8BB 
Tel;  0171  290  2129.  Fax;  0171  290  2085 
hat ib  kcvin.bHmp0janrop.caa] 
www.wliiicbcadsclectioo.co.uk 


Whitehead 

SELECTION 


a c£rt«o  of  Wtafactead  Mam  UA 
VUKfaad  Xm  Cuia  rue  rmnrmn 


1 


Listen  to  your  Future  Unfold 

You  wili  i'  jvv  heard  that  Irish  Life  is  one  of  Ireland  T largest  life  and  pension  providers. 

As  part  c;  our  ongoing  development  programme,  we  currently  seek  for  oar  Irish  operation,  a: 

Regional  Manager 

This  is  a senior  executive  oosihon  with  the  largest  direct  sales  force  in  Ireland.  You  will  be  responsible  for 
the  full  operation  of  a specific  region  and  provide  vital  input  into  the  future  direction  of  the  business. 

kieai'v.  you  wii!  be  aged  35  - AS  with  an  outstanding  career  to  date.  Management  experience  is  essential 
air:-;.-:  with  a proven  ability  lo  achieve  results  through  others.  You  will  possess  excellent  communication  skills, 
a high  level  of  personal  initiative  plus  flexibility  to  operate  in  a Last  changing  marketplace. 
Knowledge  o!  the  personal  finance  services  market  would  he  advantageous. 

So  rciurn.  Irish  Life  offer  a ver>  attractive  remuneration  package  with  all  the  benefit 
you'd  expect  from  a market  leader. 


Application  Procedure 

in  apply,  send  foil  career  and  re num edition  deiai's  to: 

John  O'Toole,  Human  Resources  Division,  Irish  Life  Assurance  Pic,  Lr  Abbey  Street,  Dublin  1, 

by  Wednesday  17  February  1999. 


Irish  Life 

We  hear  you. 


4*  --■*#  ril'H 


financial  times 


FRIDAY  FEBRUARY  5 1999 


$ 1 

T Ap| 

pointmen 

its  4 

Quantitative  Strategist 


Derivatives  Model  Risk  Group  - London/New  York 


J-P  Mni^m  k n glnhal  financial  firm  with  leading poshiopfi  in- 

investment  banking,  sales  end  trading,  equityinvestmcnta, 
and  fund  management. 


The  Derivatives  Model  Rule  Croup  ts  responsible  for 
assessing  model  risk  in  all  global  derivatives  businesses 
and  dev  eloping  a firm- wide  framework  Tor  model  risk  and 
model  arbitrage  management.  The  group  is  also  involved 
in  strategic  research  topics  from  a derivative  portfolio 
management  perspective. 


Within  this  group,  an  opportunity  has  arisen  fora 
Quantitative  Strategist,  based  in  ixmdon  or  New  York. 

The  position  requires  an  urderstanding  of  the  issues  involved 
in  calibrating  and  benchmarking  erotic  derivative  models. 


An  aptitude  to  develop  complex  multi-factor  derivative 
models  and  the  ability  to  understand  the  sensitivities 


of  large  exotic  portfolios  is  vhaL  Presentation  and 
communication  dolls  are  also  important. 

Suitable  candidates  should  have  1-2  years  experience 
in  derivatives  research  with  a proven  track  record  in 
pricing  model  development,  caEbraikin  using  analytical/ 
numerical  techniques  and  exotic  parameter  management 
methodology  creation,  or  1-2  years  experience  in 
quantitative  trading  in  exotics  with  a proven  track  record 
of  exotic  portfolio  management.  An  excellent  educational 
background  with  an  MSc  or  PhD  in  Theoretical  Physics 
or  Maths  from  a top- tier  university  is  required. 

7b  be  considered for  this  role,  please  call  Shelley  Ashlon  on 
0171  $23  2222  (ipeekmds/ecemngs  046$  418210)  or  send 
a Jul l C% ' quoting  rtf  FT03G2  to  her  at  Millar  Associates, 

6 Sloane  Street,  London  SW1X  9LE.  fax:  0171 823  2208. 
E-mail:  shelleyashlon@millarassodaies.corn 


JPMorgan 


Cl**  IX  Mam  * Ca.  kojmnt  JJ»  Mama  - *r  wtna«  mat  hr  JJ*  Mopn  & Ok 
l»nu|  iiunliilfi  in  iJaihii  i miMnili 


Oracle  Analyst  Programmers 


loBka  provides  a unique 
combination  of  business  consuttaicy 
and  systems  expertise  for  major 
otganlsatkins  across  sit  market 
sectors  anxnd  the  world 
Our  success  has  been  based  on  the 
cattbre  of  our  people.  They 
are  tecftnicafly  outstarofirtgand 
acadgnteaHyaccompHshed-Biit 
mom  than  that,  they  have  a rare 
^•asp  of  commercial  priorities  - they 
know  how  to  mate  Inowaflon  work 
In  the  teal  world. 

So,  when  you  Join  u*  you*  find  the 
rewards  go  far  beyond  an  extremely 
compstMn  salary  and  a wide  rargs 
o(  benefits,  won  be  asslered  a 
career  managec  wflh  whom  you* 
apee  performance  goats,  because 
ultimate^  your  devdapment  is  our 
development 


'fauH  sea  that  wtihto  our  organisation, 
there  are  numerous  routes  along 
which  your  career  can  progress.  Xau 
could  become  one  of  our  technical 
experts  with  an  Intel  national 
reputation,  a senior  manager,  x even 
a consultant  In  particular 

tech  notates  or  matets.  There 
Is  even  the  opportunity  to  bland 
afferent  aspects  of  our  activities  and 
so  develop  your  own  rtcha 
Whichever  mute  you  choose,  youH 
And  that  we’re  dedcamd 
to  a phSosophy  of  teamwork, 
empowerment  and  tong-term 
strange  thinking. 

Wb  require  candkbtes  educated  to 
degas  lew)  wtft  proven  experience 
In  all  of  the  fallowing; 

OrttdevX  SQL.  PL5QL,  Developer 
2000,  DevHoprr 2000  toMbeWab, 
Orecfe  Web  street  Pw*C  and  Unfa. 


These  opportunities  are  based 
bi  the  UK.  with  the  opportunity 
tor  overseas  DraveL  Remuneration 
will  not  be  a limiting  factor  far 
the  rt#it  candidates 
Mease  sand  fid  CV 
quoting  rebBRAMAMHOI,  toe 
JotH.iAAIodcacom,  or  atanrihefr 
and  you- CV  ta  Margmt  Utda. 
Reantonmt  Managec  Ulrica  UK 
Utrited.  Stephenson  House, 

75  Hampstead  Road, 

London  NW12PL 

Closing  date  for  al 

appfcantae  1M2S9 

Web  ate  http/tawadbricacom 


FT  IT  Recruitment 
appears  each 
Wednesday  in  the  UK 
edition,  and  each 
Friday  in  the 
international  edition 


For  more  Information  on 


how  to  reach  the  top  IT 
professionals  In  bnstnoss 


icgcci 


CHRISTOPH  GERTH 


ON  0171  873  4027 


QUANTITATIVE  / RISK  ANALYST 


Our  client,  a major  European  investment  hank  and  key  player  in  FX  and  interest-rale  products  is  currently  looking  to  recruit  two  dynamic 
individuals  for  the  following:  1 


Ouuntitative  Researcher 


ROLJE:  Reporting  m the  Head  of  Quantitative  Research,  die  role  will  work  closely  with  other  qoanthadve  analysts  to  develop  the  mathematical 
framework  for  risk  analysis  under  extreme  scenarios  across  our  FX  and  interest  rate  businesses.  This  will  involve: 

>-  1 t!Mfal?tTMldniE  and  rh*  fiiff  rang*  of  ftrari«rinal  ihwnrieg  m rtv»  hank'n  m ngp  nf  hnsmemeA,  Mich  as  Extreme  Wine  theory,  and  the 

modelling  of  cmdadoo  between  market  variables. 

>■  Identifying  and  developing  a risk  roeasnrement  approach  to  enable  the  baric  to  monitor  its  business-wide  extreme  scenario  risk  (both  market 
and  credit). 

>-  Developing  code  to  calculate  risk  measures  based  on  the  above  models. 

The  role  is  a maths  research  role. 

EXPERIENCE:  PhD  in  statistics  ora  Quantitative  subject,  and  op  to  two  years  experience  of  statistical  analysis. 


Risk  Analyst 


An  individual  with  a Maihs/Physics  degree  (Post  Doc.  Preferred)  along  with  2-4  years  trading  or  analysis  background  with  a knowledge  of  FX 
Options. 

THE  ROLE  CONSISTS  OF: 

»-  Review  and  criticism  of  pricing  models  for  FX  & interest  rate  derivatives  developed  by  trading  units,  both  bom  a mathematical/iheorerical 
perspective  as  wefl  os  of  the  implemented  model  in  the  bank’s  systems  including,  if  necessary,  review  of  the  code. 

>■  Review  and  monitoring  of  the  exotic  derivatives  portfolios  and  for  supporting  the  local  risk  managers  in  London,  helping  them  to 
underscinding  the  transactions  and  report  the  risk  in  the  exotic  portfolios. 

NEW  PRODUCT  PROCESS  WORK: 

*-  Define  or  evaluate  and  approve  methodical  approaches  to  be  adopted  for  new  products. 

>■  Guarantee  correctness  and  consistency  of  methodical  approaches  adopted  for  risk  management  purposes. 

»■  DcHne  or  evaluate  and  approve  default/falUrack/mierimsohitions  whkh  migtobe  necessary  OTdesirable  fbrtedmkalorecooooiical  reasons 
This  will  focus  on  Pricing,  Market  Price  Risk  and  Counterparty  Risk. 


Please  contact  Alex  Blair  on: 


Tel:  0171  335  5890 

Fax:  0171  335  0008 

Email:  a.bIair@huxIeyxo.uk 


INVESTMENT  BANKING 
America  House,  2 America  Square,  London  EC3N  2AH 


Director  of  Group  IT/IS 


service 


• Attractive  salary  plus  benefits 

* London/Barcelona/Milan 


^TSIdb  * Oolslran^ 


Our  client  is  a major  pan-European  outsourcing  provider  of 
digital  reprographic  and  office  services  with  main  bases  in 
London.  Barcelona  and  Milan.  The  company  has  experienced 
dramatic  growth,  both  organic  and  by  acquisition,  including  the 


recent  acquisition  nf 


Holdings  pic  in  the  UK. 


and  now  employs  1200  people  across  seven  countries  and  has  a 
turnover  of  over  £100  milium,  all  of  which  has  been  achieved  in 
14  months.  Following  this  considerable  growth  (he  company  now 
wishes  to  appoint  a Director  of  IT/IS  worldwide  to  be  based  in 
one  or  ihe  above  cities,  according  to  die  successful  candidate's 
preference. 


The  role  will  be  a strategic,  operational  and  commercial  one.  Key 
responsibilities  will  include  review  of  die  current  IT  provision  and 
devising  and  implementation  of  a strategy  to  integrate  the 
company’s  IT  services  across  the  European  continent,  to  provide 
a hands  on  service  for  each  individual  unit  and  develop  with  the 
key  staff  the  service  provision  for  maximum  efficiency  and 
benefit  to  the  business  from  M1S/TT.  In  addition  the  Director,  as 
part  of  the  senior  management  team,  mil  be  an  important 
contributor  to  the  development  of  technology  based  services 


within  the  group  and  the  key  source  or  expertise  on  future 
technologies  oo  which  the  company  can  base  its  hraare  service 
offerings,  including  E Commerce. 

A graduate  (preferably  with  an  MBA)  with  at  least  four  years 
experience  of  managing  a significant  IT  function,  toe  successful 
candidate  will  be  highly  commercial  with  in-depth  experience  of 
project  management.  IT  systems  strategy  and  budgetary  control. 
Strong  technical  and  commercial  skills  will  be  required,  as  well  as 
people  management  skills.  Experience  of  outsourcing  in  a client 
server  and/or  distributed  environment  with  hands-on  knowledge 
of  networks.  Windows  NT.  UNIX/ ADC  and  leading  rfarahaw 
technologies  will  be  necessary.  The  ability  to  translate 
commercial  requirements  to  efficient  IT  service  provision  Is  a key 
feature  of  the  role. 

If  yon  bare  the  technical  as  well  as  the  managerial  ability, 
combined  with  commercial  acumen,  and  experience  of 
mar-aging  hi  a lUstrOmted  environment,  preferably  on  a 
pan-Enropcan  basis,  please  send  your  CV  together  with 
details  of  cniTcni  remuneration  and  preferred  location  to: 
Bernard  Grant,  at  KPMG  Selection  & Search,  1-2  Dorset 
Rise,  London  EC4Y  8AE,  Fax  number:  0171  3U  5872, 
E-ma3:  hainfJjits@fc|apcojik 


KPMG  Selection  & Search. 


empk>yees@your.fingertips 


IT  Appointments  in  the  FT.  Includes  Developers,  Business  Analysts  and  Project  Managers. 

For  more  information  please  call:  Tel:  +44  171  873  4006  Fax:  -44.  171  S73  4331 


United  Kingdom 

Debt 

Management 

Office 


Operations 


aad  control  of  the  back  office,  seedemcot  rod  wsociarcd  pro«w  to. 
suouort  front  office  dealing  activities.  . 

Sree  the  smooth  nuuring  of  trade  rariiiiiawa,  renfeawro. 

cidhteiaLinveiwiryandnMtotKilfirionpniceduxes. 

...  , _1 L lj.  J.-  n.„i.  CncrUnH  jrai  ocher  external  bodies. 


• Generate  aunagunent  accounting  reports. 

• manage  and  motivate  the  bade  office  ream. 


Manager 


Ivtf  t py/ft* 

• Have  a financial  rankers  background  with  soGd  experience  in  a similar 


£ExccIlcut  basic 
plus  benefits 


Demonstrate  extensive  experience  of  back  office  environment*, 

procedures  and  settlements  system*. 

Hare  a pnwentn^  record  ofwotfcingwito  the  Central  G2o  Office 
Ideally  have  bad  exposure  to  treasury  front  office  trading.  Uck  office  and 


McGregor  ■ BovalJ 


• Have  — rremrmni  ration  and  management  *01*.  combined  with 
rfw.  Mfcimm  and  aptitude  to  join  and  eroand  a mwufidd  rite. 

The  salary  offered  will  cake  into  account  the  length  and  quality  of  pterions 
The  DMO  a an  equal  opportunities  employs: 

For  farther  information,  please  contact  Andxww  Keene  or  BUm 
Deakm  on  0171  800  142CL  AHwxmthrdK  send  yocr  CVJ  quoting 
reference  AKFT271,  to  McGregor  BoyadI  Associnins,  1I< 
ibaiimw  Street,  London  El  7JH.  Pro  0171  247  7475. 


Outstanding  Global  Opportunities 

Business  Focus  - IT  Audit 

Hiahlv  Competitive  Package 


UK  Based  with  International  Travel 


Afltod  Domaeq  Is  a major  ptayw  in  the  field  of 
international  (Mnks  and  hospitefity  emptoying 
over  50^)00  world-wide.  Its  spirits  brands 

and  Qbnaif^^jliA  ktaMs.  tfaroyofe&jjmtf  •, 
iw.  .an  jqArrg  atx»  nmftTf  oDonusa.'* 

jr^lbe  i^and  la.tfW  WMl ■/ 
teat^fe/fot^^toxVJiising''  through  the  ’US  1 
basor  businesses  of  Duddn*  Donuts  and 
Baridn  Robbins.  ■'  ‘ = .-  ' : ‘ 


steffaraetMtea.  Spedlfca*/  we  era  looking  tor 
fndhrirfuatefartoe  foitowtr^: 

Reject  Management  •/"  ”7'. 

: .Ihe  large  systems  &vriaprba^s 

Tjkau^txi 8»  group  - you  wl  havegtS  yfts 
ff  proJoct.^fnanaBoment  expatiericri' tog^her 


management  sMs,  the  aWlty  and  credbMfy  to 
Raise  offecdvaTy  at  «fl  tevris  and  a ttodbte 
approach  to  problera  solving.  tndMdutda 
should  be  Ngh  achievers,  not  used  to 
stt&n&tion  in  their  eweers.  Successful  careers 
dwft  lust  happen^- they  a»  cXratoly  ptamad 


To  support  the  Group's  growing  inmstmnt  In 
Information  technology.  Area  Services  Is 


W gaqrup. xai  »•  v— r~  ■ 

ThoJr  W:  ted&MfiM  V "v 

chtfe^Srarid  poot^eiy  natencatho  ljuarsess  ' . 
to  IT  flfiHh:..'" 

risk  A tty  ;; 

areJ  iriteghition  of  roij^nw^^^^^^Mr 


S> 


pat:PM29tBWS|  ' ■’ 

World  Class  IT 

Supporting  toe  ITfwictlon  in  actoteving  todr 
arretiBon  rod  becoming  "World  Optaf, you  wo 
b^.  an  '.expdriencad  prectilfaner^rith  the 
ahoitjr  jib  ' aiply  you1  axprittos  arid  best 
The  abSty  to  * 

cortiprshansive  IT  (unction  aSj|  strhnsVfar 
cQntWsahs  improvement  w«  be  Rn  aadM 
.Isqtii^Rnt  far  this  rote.  (Rtt  rft90^^‘  ^ * 
■SuoariyM  candktatee^.wfl  fiharo  cectw 
'cotrmri  attributes  ndWriy  stra^  preset 

■ , y 


tl  youTlaticwt  you'  have  ton'n&riteary  akHs  to 
excel  to  ritoor  of  these  positions,  ptaan 
contact  Uz  Hayward  at  the  addtoss  below  or 
via  E-mrii  jadixtodorLukadateftto^^ 
th^apptdpriltia  reference. 


Detaittei 

Mb 

A 


ALLIED  DOMECQ 


management  solutions 

Deiaitte  & Touche,  Stonecutter  Court  1 Stonecutter  Strset,  London  6C4A4TR 


Bank  for 

International 

Settlements 


System/Database 

Administrator 


Statistical  Analyst 


Raf 99474 


Ref 99517 


Monetary 
and  Economic 
Department 


The  Bank  for  Incermttanxl  Setdemanta 
b an  tofitriadonri  orgxnbxrioti  that 
promo  tea  ceiml  bank  cooperation 
and  proridaa  adeMomd  fadktea  for 
Incernitional  fkiandal  operations. 

Based  in  Bade,  Swltsariand,  wkh  a 
representative  office  for  Aria  and  die 
Pacific  h Hoqg  Kong,  the  BIS  has  around 
500  staff  from  some  30  countries. 
wwwJibjDig 


In  the  team  rmnaglng  dte  thnweerles 
database  platform  la  FAME  and  Sybase  oo 
UNIX,  responribla  for.  appleation 
avrihbAqr.  daa  IntapHy  rod  securhy; 
monftortq  operational  procedures; 
technical  assistance  to  Imarnal  users  and 
central  baric  chants;  adJng  new  databases/ 
formats;  eoordktedqg  technical  change  with 
uxors  and  IT  support  staff;  maintaining 
cacfmkaJ  and  user  documentation. 
Rtquhements 

• degree  with  emphasis  on  computer 
sdanco  and/or  mathematics 

• several  years’  administration  of  large 
time  scrtea/refattarwl  databases  serving 
local  and  remote  cSents 

• experience  vrtth  production  support  and 
applkadon/xofcware  tesdig 

• good  En^Tbh  drafting  skfls;  good  command 
of  another  mate  world  language 


4i  the  team  preparing  and  publishing 
htarnadonri  financial  market  staritrirs, 
responsMa  far  provkfctg  statistical  assistance 
to  economists  and  secratarim  of  central  hank 
committees;  matatalnlng  and  developing 
rotational  databases  on  the  BS  totamationri 
bardchg  statbdes;  haadBng  enquiries  from^ the 
Snandal  and  acadamk  communWes. 
Requbementx 

* degree  with  majors  In  economics, 
staritrirs  and/or  computer  adence 
to  excellent  compuuufpi  up  attuning  skffls 
to  knowledge  of  International  financial 
market  data  and  Instruments  and  of 
statistical  methods,  piped  through 
experience  In  commercial  or  central 
banking 

to  fluent  spokan  and  written  Engftsh;  good  ' 
command  of  another  mate  world  hnguaga 


The  BIS  offers  attractive  condUons  of  employment  to  an  tmernationai  envlronmont  togelhar 
wfth  exceflentwelhre  benefits. 


Please  send  appS cations,  wkh  references,  to  Human  Resources,  Bank  for  International 
Settlements,  CH-4002  Basle,  Switzerland,  gating  the  relevaitt  reference. 


INVESTMENT  BANKING 


QUANTITATIVE  DEVELOPER 
£40K -&65K  + BONUS 

Premier  Derivative’s  house  seek  a Financial  Engineer  for 
their  quantitative  research  team.  The  role  includes  the 
development  of  pricing  models  for  structured  equity  and 
hybrid  Derivatives.  Additionally,  you  win  implement  pricing 
schemes  for  various  exotic  options,  including  convertible 
bonds.  The  successful  candidate  will  be  highly  numerate, 
have  a good  understanding  of  pricing  Issues  ami  have  solid 
programming  skills.  This  Is  a fantastic  earner  move  for  an 
exceptionally  high  calibre  candidate 

JUNIOR  PRODUCT  DEVELOPER  - . 
EXOTIC  OPTIONS 
VISUAL  BASIC/ C++/MATHS 
S30K-435K  + BONUS 

Recent  graduate  with  up  to  two  years  relevant  experience  hi 
either  Investment  Banking  or  Software  Development  is 
required  by  this  leading  Investment  Hank  to  work  In  riiHr 
Front  Office  with  traders  and  structurers.  You  will  develop 
and  implement  mathematical  models'  for  exotic  option 
products  told  assist  in  structuring  and  pricing  one-off  option 
deals.  Yon  need  a first  class  degree  In  mathematics,  physics 
or  exqtineering  plus  die  drive  and  determination  to  evrH  in 
this  challenging  role.  This  unique  opportunity  will  provide 
the  successful  csixUdxzc  with  an  accelerated  career  path. 


TRADING  TOOLS  DEVELOPER 
EXCEI/VB/VBA/SQI/RKK  MANAGEMENT 
£40K£65K  + BONUS 

Premier  Investment  Bank  seek  a Developer  to  join 
their  Global  Convertibles  Trading  Group  to  provide  short 
term  tactical  IT  solutions.  Based  on  the  Trading  Hoor 
you  wilT  provide  pricing  and  analytics  tools  for  the  Interest 
Rate  Derivatives  Desk.  The  successful  i-anfUdatip  wfll 
have  a strong  academic  background  coupled  with 
a sound  understanding  of  Equlty/Inforest  ■:  Rate 
Derivative  Products  and  have  as  least  l ytara  experience 
working  within  a similar  witimnniHit  This  prestigious 
organisation  guarantees  rapid  career  progression  for  the 

right  ranifirian* 


RISK  ANALYST/INTEREST  RATE 

£40K-£60K  + BONUS 

Leading  quantitative  research  team  of  top  Investment  Rank 
requires  a Front  Office  Risk.  Analyst.  This  ’hybrid’  role  will 
incorporate  analysis  of  key  market1  data  to  identify  market 
behavior  and  risk  parameters,  development  of  risk  reports 
and  cbe  development  of  Front  Office  pricing  tools.  The 
successful  Candidate  wfll  be  a Strong  mmiwnnkamr 
highly  numerate  (with  a strong  degree  from  a top 
university)  and  will  have  experience  of  Excel  VBA. 

This  is  a highly  rewarding  role  with  a swift  career  patii 
for  the  right  candidate. 


C++/MATHS 

S50K  - £70K  + SUBSTANTIAL  BONUS 

Top  Vail  Street  market  n»hf  seeks  a high  calibre  - 
Financial  Engineer  for,  their  elite  modeling  group. 
Based  on  the  trading  'floor  you  wfll  assist  in  the 
development  of  very' advanced  quantitative  exotic  options 
models  using  C++.  Interacting  Both,  with  quantitative 
research  and  the  traders,  you  will  bofld  innovative  pricing 
tools  which  requires  a high  level -of  numerical  ability. 
Preference  will  be  given  to  candidates  with  Rxcd  Income 
knowledge:  Extremely  bright  ontdMaccs  with  elective 
communications  skills  need  only  apply.  * 


SENIOR  QUANTITATIVE  DEVELOPER 
OO  TECEQXOLOGY/EOUITY  DERIYAXF1 


OO  TECHNOLOGY/EQUITY  DERIVATIVES 

S30K-E45K+  BONUS 

Unique  Financial  Software  House  seeks  a Quantitative 
Developer  to.  bofld  pricing  enginx  and  analytics  tools 
utilising  relational  and  object  based  technology.  You 

will  huilri  a nnmh»mflHiril«g  wly  wJa  a«*d  pn^’V** 1 

for  the  world’s  financial  markets.  Excellent 
opportunities  for  rapid  career  growth,  leading  to 
ptojecr  management.  You  need  to  have  at  lost  2 years 
quantitative  experience  plus  a relevant  PHD. 


The  people  the.  City  turn  to  first. 

Many  of  our  cflants  also  alfor  Contract  opportunities  retiring  the  shove  sMfls. 

AHCarei pretawd  agtpflais  u tha  top  Aranda!  tosflnjBons.T7ite  te  a refaction  al  aurram  opportunities  to  ttw  Cty 

Our  consiunte  heus  an  bdepft  uratatsandng  tf  tote  maria*  and  how  Kean  wotkbest  tor^xujo  pteasscafl  PbuIWWib  or  Amanda.  Cm&fihnd 
on  0171 287  2325  to  dbcuss  jar  opttons.  Mtemtfwty  ptaass  sand,  tax  or  onnaa  you  CV  to  us *e  ARC  HaenftmanL 
. 15-18  New  Budtogtai  St  London  W1X  IFF.  fine  DJ?1 287  9688.  E-mail:  arc@Hjob9.cm* 
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THE  ARTS 


OPERA 


Paris  shows 
London  the 
way  forward 

Andrew  Clark  reviews  the  'Macbeth1  that 
Covent  Garden  should  have  premiered 


How  do  you  run  a successful 
opera  house?  Wednesday’s  first 
night  of  Macbeth  at  the  QpSra 
Bastille  in  Paris  suggested  a use- 
ful model.  Fhyllida  Lloyd’s  new 
production  may  not  have  been  an 
artistic  revelation,  but  it  pro- 
vided a strong  framework  for 
Verdi’s  Shakespearean  drama, 
and  it  was  extremely  well  sung 
and  played  - as  everything 
appears  to  be  these  days  at  the 
Paris  Opera. 

Over  the  past  four  years  audi- 
ences in  the  French  capital  have 
enjoyed  a succession  of  solid  rep- 

In  such  a context, 
words  such  as 
access  and 
accountability  are 
irrelevant  You  just 
need  the  right  man 
in  charge 

ertory  performances,  and  the  slo- 
gan currently  adorning  the  Bas- 
tille’s entrance  is  no  sham. 
**Vive(z)  rOpfera”,  it  proclaims. 
Whether  that  is  a rallying  cry  for 
opera  in  general  or  the  Optra  in 
particular  does  not  matter.  The 
fact  is  that  10  years  ago,  when 
the  Bastille  opened,  the  Optra 
was  in  a mess.  Today  the  build- 
ing functions  properly.  Parisians 
like  going  there,  the  old  back- 
stage  strike  culture  has  disap- 
peared and  there  is  plenty  of 
good  singing.  In  such  a context, 
words  like  access  and  account- 
ability are  irrelevant;  you  just 
need  the  right  man  in  charge. 

While  Covent  Garden  contin- 
ues its  fraught  search  for  an 
artistic  director,  under  a new 
management  structure  that 
divides  power  between  artistic 
and  executive  functions.  It’s 
worth  examining  how  the  Pari- 
sian success  story  was  written.  It 
takes  on  a poignant  note  in  the 


light  of  the  recent  deaths  of  three 
distinguished  Intendants  (the 
lofty  continental  term  for  opera 
house  chief)  - Rolf  Liebermann. 
Bernard  Lefort  and  August 
Everding,  the  first  two  of  whom 
were  former  directors  of  the 
Opfera.  They  all  had  strong  artis- 
tic antennae:  Liebermann  as 
composer,  Lefort  as  professional 
singer,  Everding  as  stage  direc- 
tor. In  the  1970s  Liebermann 
almost  single-handedly  restored 
the  Opera’s  reputation.  Like 
Everding  in  Munich,  he  did  not 
share  power  with  an  executive 
director.  He  built  a dependable 
team  of  lieutenants  and  showed 
everyone,  from  politicians  to 
stage  staff,  who  was  in  charge. 

This  month's  edition  of  Op§ra 
International  includes  a glowing 
tribute  to  Liebermann  from 
Hugues  Gall,  the  Optra's  current 
chief,  who  served  his  apprentice- 
ship under  Liebermann  at  the  old 
Palais  Gamier.  Unlike  his  men- 
tor, Gall  could  never  count  him- 
self an  artist,  and  he  has  not 
tried  to  emulate  the  artistic  sen- 
sations for  which  liebermann  is 
revered.  But  as  anyone  who 
remembers  his  IS  years  at 
Geneva  will  know,  Gail  has  an 
artistic  sensibility,  and  com- 
mands extraordinary  loyalty 
among  singers,  conductors  and 
stage  directors.  His  job  in  Paris 
was  not  to  create  sensations,  but 
to  give  the  French  taxpayer  value 
for  money,  after  the  disastrous 
overspending  that  initially  gave 
the  Bastille  a bad  name.  This  he 
has  done.  Gall  has  all  the  right 
political  connections,  he  is  tough 
and  he  knows  how  to  cast  an 
opera.  And  as  part  of  his  Opera 
job,  he  also  happens  to  run  the 
world’s  biggest  and  most  success- 
ful ballet  company. 

People  of  Gall’s  calibre  may  not 
grow  on  trees,  but  they  do  exist  - 
a fact  that  appears  to  have  by- 
passed Sir  Cohn  Southgate,  chair- 
man of  the  board  at  “new” 
Covent  Garden.  By  recruiting  a 
fundraiser  as  executive  director, 
and  expecting  to  find  an  artistic 
director  who  will  bow  to  the 


Thriftig:  Maria  Gulag hina  and  Jaan-PhIBppe  Lafont  in  the  title  roles 


executive's  word,  Southgate  is 
sending  out  signals  about  Covent 
Garden’s  future  identity.  The 
emphasis  seems  to  be  on  running 
a business  and  keeping  his  New 
Labour  masters  sweet.  Tather 
than  developing  an  artistic 
organism.  Until  the  Royal  Opera 
Hoose  returns  to  the  time-hon- 
oured system  of  vesting  artistic 
and  executive  authority  in  one 
person,  we  can  expect  a weak 
executive  and  an  interfering 
board. 

It  is  ironic  that  the  new  Mac- 
beth in  Paris  was  originally 
intended  for  Covent  Garden's 
dosing  jamboree  in  1997:  in  the 
fraught  run-up  to  redevelopment, 
it  had  to  be  postponed  at  the  last 
minute  - leaving  the  Bastille,  as 
co-producer,  to  give  the  premiere. 
Whether  it  will  return  to  London 
is  anyone's  guess.  If  it  does,  it 
will  give  Lloyd  a chance  to  clear 


out  some  unnecessary  frills. 

Anthony  Ward's  set  Is  an  aus- 
tere metallic  box:  it  looks  like  a 
modem  sty  lisa  tion  of  a medieval 
castle  interior,  opening  up  at  the 
back  for  a series  of  showy  ges- 
tures which  illustrate  the  drama 
instead  of  illuminating  it.  Much 
is  made  of  a big  brass  cage  - 
metaphor  for  the  gilded  imprison- 
ment of  power  - in  which  the 
Macbeths  are  enthroned  and 
meet  their  death.  Costumes  range 
across  several  centuries  and  con- 
tinents: the  witches  are  red-tur- 
baned  martial  arts  groupies.  Dun- 
can’s retinue  seems  to  have 
drifted  out  of  an  Arabian  knights 
saga  and  the  Macbeths  are 
draped  in  the  golden  apparel  of 
an  absolute  monarchy. 

It’s  a beautifully  lit  postmodern 
staging,  the  visual  style  of  which 
is  nearly  torpedoed  by  Lloyd's 
tendency  to  over-egg  the  pud- 


ding. She  stresses  Verdi’s  less 
elevating  staccato  rhythms  by 
making  the  chorus  ape  them,  and 
leaves  little  to  the  imagination: 
everything  from  Lady  Macbeth's 
bath  to  the  ripping  of  Macduff 
from  his  mother’s  womb  is  slav- 
ishly mimed  for  our  delectation. 

This  compulsion  to  fill  musical 
space  suggests  inexperience 
rather  than  wilfulness.  The  basic 
tenets  of  Lloyd's  approach  are 
imaginative  and  truthful,  particu- 
larly the  way  the  witches 
stage-manage  each  scene,  like 
demons  within.  There's  a strong 
sense  of  spectacle  - essential  for 
Verdi's  1865  revision  - but  Lloyd 
has  the  good  sense  to  clear  the 
decks  for  the  Act  1 duet  and  the 
sleepwalking  scene. 

She  is  lucky  to  have  two  such 
credible  singers  in  the  leading 
roles.  Jean-Philippe  Lafont's 
mature  Macbeth  is  big  in  stature. 


dogged  in  temperament  and  gen- 
erous in  vocal  declamation.  He 
just  about  manages  to  keep  up 
with  Maria  Guleghina.'  who  has 
finally  made  the  role  of  Lady 
Macbeth  her  own.  She  has  pres- 
ence. a house-filling  voice  and  a 
majestic  way  with  the  vocal  deco- 
rations. Above  all,  she  has 
learned  to  impersonate  Verdi's 
music  rather  than  just  sing  it: 
her  hectoring  legato  and  sotto 
voce  squalls  in  the  conspiratorial 
first  duet  were  thrill ingly  real- 
ised. 

The  other  parts,  led  by  Franco 
Farina's  Macduff,  were  capably 
filled,  and  Gary  Bertini's  con- 
ducting matched  grandezza  to 
fine-sprung  ensemble  and 
light-footed  instrumental  nuance. 
On  this  evidence,  Paris  seems  to 
have  found  a solution  to  its  opera 
problems.  Can  London  do  the 
same? 


SPONSORSHIP 


Companies  widen  their  cultural  horizons 


It’s  surprising,  but  it’s  official. 
Last  year,  or  rather  the  year  end- 
ing at  March  1996.  produced  a 
record  investment  by  British 
business  into  sponsoring  the  arts. 
There  was  a 20  per  cent  rise  to 
£ll5m  in  1997-98  according  to  the 
Association  for  Business  Sponsor- 
ship of  the  Arts. 

As  ever,  London  attracted  the 
bulk  of  the  investment,  £482m, 
but  companies  seem  to  be 
broader  minded  about  the  arts 
that  they  support  - the  bid  safe 
favourites,  music  and  opera,  have 
been  overhauled  by  the  more 
challenging  theatre,  which  along 
with  museums  and  galleries, 
received  almost  £20m  of  the 
bounty,  as  against  £10.9m  for 
music  and  £6m  for  opera. 

But  while  companies  see  the 
myriad  advantages  in  sponsoring 
arts  events  - to  underpin  market- 
ing campaigns  as  well  as  for  cor- 
porate hospitality  and  to  achieve 


a charitable  Sow  - they  are  less 
keen  to  invest  in  capital  projects. 
Expenditure  here  grew  by  £2J»m. 
to  £19.4m,  but  arts  companies 
were  expecting  the  corporate  sec- 
tor to  be  much  more  generous  as 
it  seeks  partnership  funding  for 
lottery  bids.  Sponsorship  in  kind 
continues  to  grow,  up  £1 6m  to 
£9.2m,  but  there  was  a slight  dip, 
to  £10  Jm,  in  corporate  member- 
ship donations. 

The  growth  in  sponsorship 
owes  much  to  the  commitment  of 
newer,  medium  sized  companies, 
especially  in  the  financial  ser- 
vices area.  There  is  still  a great 
need  for  business  to  think  of  the 
arts  more  strategically,  as  a cre- 
ative force  that  can  invigorate  all 
corporate  activities,  rather  than 
as  a temporary  PR  flavour  of  the 
month,  or  three  years. 

To  help  achieve  this,  in  March 
ABSA  is  changing  its  name.  It  is 
dropping  the  sponsorship  word  In 


favour  of  a broader  creative 
approach.  Unfortunately,  with 
the  growth  of  the  internet,  it  is 
proring  bard  to  find  a name  that 
has  not  already  been  grabbed. 

★ 

Typical  of  the  financial  compa- 


nies which  are  rallying  around 
the  arts  is  Clerical  Medical, 
which  has  announced  a three 
year,  £150,000,  deal  with  the  Spi- 
talfields  Festival.  It  becomes  the 
festival’s  first  principal  sponsor. 

Like  many  such,  links,  it 
started  in  a small  way:  in  1993,  as 
support  in  kind,  it  posted  1,000 
letters  for  the  festivaL  In  1994  it 
sponsored  a concert  and  has  been 
so  pleased  with  the  event  that  it 
has  now  gone  all  the  way. 


★ 

Where  would  the  arts  be  without 
rich  individuals  and  their  trusts? 
Arts  companies  seeking  partner- 
ship funding  to  secure  lottery 
money  for  a new  building  have 
had  much  more  success  with 


charities  than  with  corporations. 
And  still  the  generosity  contin- 
ues. 

Last  month  the  Royal  College 
received  the  largest  donation 
from  a trust  in  its  history  - £lm 
from  the  Helen  Hamlyn  Founda- 
tion to  finance  a research  centre 
which  will  come  up  with  design 
solutions  for  the  social  problems 
of  the  future. 

It  grows  out  of  DesignAge.  also 
funded  by  the  foundation,  which 


has  worked  with  companies  to 
improve  the  lives  of  the  elderly. 
One  successful  project  involved 
making  Safeway  supermarkets 
more  accessible  to  the  aged. 

The  new  centre  has  a wider 
brief  and  will  concentrate  on 
“design  for  our  future  selves". 
Among  its  first  projects  will  be 
bow  better  design  can  help 
people  working  at  home  and  how 
to  prevent  the  growing  number 
of  "call  centres”  becoming  the 
sweat  shops  of  the  future.  RCA 
students  will  help  develop  the 
good  ideas.  The  centre  hopes  to 
attract  more  funding  from  com- 
panies. the  government,  and 
other  trusts. 

The  Helen  Hamlyn  Foundation 
is  itself  the  recipient  of  generos- 
ity. The  initial  funding  came 
from  her  husband.  Paul  Hamlyn, 
whose  own  charity  has  helped 
many  arts  institutions,  most 
notably  the  South  Bank  Centre. 


Safe  favourites,  music  and  opera,  have 
been  overtaken  by  more  challenging  theatre 


He  is  still  committed  to  giving 
around  £l5m  if  the  centre  can 
come  up  with  a new  architectural 
plan  which  attracts  sufficient  lot- 
tery money. 

* 

Individuals  can  also  help  the  arts 
in  kind.  The  Kneehigh  Theatre  of 
Cornwall  opens  at  the  Cottesloe 
at  London's  National  Theatre 
next  Thursday,  with  Nick 
Drake's  play  The  Riot,  thanks  to 
Pete  Townsbend,  the  guitarist  of 
The  Who. 

The  play  is  a co-production 
with  the  National  but  Kneehigh 
wanted  to  pay  its  way,  which 
meant  raising  at  least  £20,000. 
Fortunately  it  has  a fan  in  Town- 
shend,  who  has  a home  In  the 
county.  He  flew  in  his  band  from 
the  US  and  played  a rare  benefit 
gig  at  the  Hall  for  Cornwall  in 
Truro  - which  raised  £20,000. 

Kneehigh  hopes  that  the  Lon- 
don exposure  will  help  find  it  a 
more  permanent  funder  BT  has 
just  come  to  the  end  of  its  three 
year  sponsorship,  which  was 
worth  £30,000  a year. 

Antony  Ttiomcroft 


MUSIC 

From 
Lieder 
to  show 
biz 

It  is  not  only  in  opera  that 
American  singers  are  starting  to 
dominate.  Success  in  one  area  of 
music  naturally  leads  to  a desire 
to  make  a mark  In  others  too. 

Two  American  singers  have 
appeared  in  recitals  in  London 
over  the  past  week  - one 
established,  the  other  at  the 
outset  of  his  career.  At  St 
John's,  Smith  Square  the 
soprano  Deborah  Polaskl 
approached  the  song  repertoire 
from  above,  as  it  were,  coining 
down  from  the  Wagnerian 
heights  at  Bayreuth  to  the  more 
modest,  though  not  less 
demanding,  requirements  of  the 
humble  art-song. 

For  a dramatic  soprano  she 
fares  surprisingly  welL  An 
apology  was  made  at  the 
half-way  point  for  a voice  which 
was  said  to  be  responding  less 
well  than  It  had  at  the  rehearsal 
in  the  afternoon,  but  there  was 
still  a true  legato  and  a feeling 
for  the  intimacy  of  the  German 
Lied  (though  the  long-breathed, 
floating  lines  of  a couple  of 
Mahler’s  Rflckert  Lieder  did 
elicit  some  wayward  tuning 
amid  other  lesser  signs  of 
strain.) 

What  we  did  not  hear  often 
was  opera’s  reigning  Valkyrie  in 
full  cry.  Even  Wagner's 
Wcsendank  Lieder.  favourite 
refuge  of  the  dramatic  soprano 
on  the  recital  platform,  was  sung 
more  as  a true  Lieder  singer 
would  - gentle  shading,  clear 
words,  attention  to  detail  - and 
Charles  Spencer  found  some 
subtle  colours  in  the  piano 
accompaniment. 

Perversely  perhaps,  it  was 
largeness  of  spirit  that  was 
missing.  Neither  the  more 
tempestuous  of  her  Brahms 
songs  nor  the  fragrant  among 
the  Mahler  stepped  outside  a 
limited  expressive  range.  Rolaski 
needs  to  take  more  risks  and 
stamp  her  personality  on  the 
song  repertoire  with  a bit  more 
determination. 

A few  days  earlier  at  the 
Wigmore  Hall  it  had  been  the 
turn  of  a young  American 
baritone,  Marcus  DeLoach. 
Haring  won  the  first  Wigmore 
Hall  International  Song 
Competition  last  year,  he  was 
now  back  for  what  was  in  effect 
prize-giving  day  - his  own  solo 
recital  of  mixed  Italian,  German, 
French  and  American  songs, 
accompanied  by  Thomas 
Bagwell. 

No  doubt  the  judges  set  out  to 
find  a singer  with  a special 
feeling  for  song,  but  on  the 
evidence  of  this  recital  DeLoach 
is  notable  first  for  voice  (steady, 
strong,  with  obvious  potential 
for  opera),  second  for  his  sense 
of  showbiz  (the  encore  from  My 
Fair  Lady  had  a real  buzz)  and 
only  third  - some  way  behind  - 
for  an  affinity  with  the  standard 
song  repertoire. 

Part  of  the  problem  was  that 
holding  the  voice  back  seemed  to 
make  the  intonation  shaky,  as 
though  be  needed  a good  sing  at 
full  throttle  to  blow  the  cobwebs 
away.  That  happened  with  the 
American  group  of  songs,  and 
splendidly  too.  Released  from  the 
need  to  be  respectfully  stylish, 
his  virtues  suddenly  sprang  to 
life.  This  was  first  prize 
material:  a shame  we  could  not 
have  had  more  of  it. 

Richard  Fairman 


INTERNATIONAL 

Arts 

Guide 


AMSTERDAM 

OPERA 

Netherlands  Opera,  Hat 
Muziektheater 
Tel:  31-20-551  8911 
Carmen:  by  Bizet  New  staging 
by  Andreas  Homoki,  conducted 
by  Edo  de  Waart  The  designs 
are  by  Wolfgang  Gussmann  and 
Gabrtete  Jaenecke,  and  the  cast 
includes  Carmen  Oprisanu  and 
Martin  Thompson;  Feb  6, 9 


BARCELONA 

EXHIBITION 
Fundadd  JoanMirt  . 

Tat  34-93-329  1908 
wwwJxfiffrniro.es 
Magritte:  exhibition  celebrating 
the  centenary  of  th*  artist’s  birth. 
Includes  over  90  paintings  and 
50  photographs;  to  Feb  7 


BERLIN 

CONCERT 
Konzarthaus  ... 

To/:  49-30-203090 
Barite  Symphony  Orchestra: 
conducted  by  Biahu  inbal  in 
works  by  UszL  With  mezzo 


soprano  Doris  Soffel  and  pianists 
Donald  Suteen  and  Enrico  Pace; 
Feb  6 

OPERA 

Deutsche  Oper 

Tel:  49-30-34384-01 

Manon:  by  Massenet  Conducted 

by  Sebastian  Lang- Lessing  in  a 

staging  by  Cesare  Lievi;  Feb  5 


BRUSSELS 

CONCERT 

Palais  des  Beaux  Arts 
$an  Francisco  Symphony 
Orchestra:  conducted  by  Michael 
TBson -Thomas  in  works  by  Ives, 
Canteioube  and  Prokofiev,  with 
soprano  Christine  Brewer; 

Feb  7 

OPERA 
La  Monnafe 

Tel:  32-2-229  1211 
Lady  Macbeth  of  Mtsensk: 
conducted  by  Antonio  Pappano 
in  a new  staging  by  Stein  Winge, 
with  sets  by  Benoit  Dugardyn 
and  costumes  by  Jorge  Jara; 

Feb  5.  7, 10 


CHICAGO 

OPERA 

Lyric  Opera  of  Chicago 
Tat  1-312-332  2244 
www.fytKopetB.org 
Romdoet  Juliette:  by  Gounod. 
Conducted  by  John  Nelson  in  a 
staging  directed  by  Nicolas  JoSL 
The  cast  stara  Roberto  Aiagna 
and  Angela  Gheorgiu;  Feb  5 

DALLAS 

OPERA 


Dallas  Opera 
Tel:  1-214-443  1000 
www.daOasopera.org 
La  Boh&me:  by  Puccini. 
Conducted  by  AntoneUo 
AUemandi  in  a staging  by  Mark 
Lamos,  with  sets  by  Michael 
Yeargan;  Feb  6 


FORT  WORTH 

EXHIBITION 
Kimbett  Art  Museum 
Tel:  1-817-3328451 

wwwJambeOad.org 
Matisse  and  Picasso:  A Gentle 
Rivalry.  More  than  100  paintings, 
sculptures  and  drawings  on  loan 
from  collections  around  the  world 
make  up  this  first-ever  exhibition 
devoted  to  the  relationship 
between  the  two  great 
modernists;  to  May  2 


FRANKFURT 

CONCERT 

AlteOper 

Tel:  49-69-134  0400 

San  Francisco  Symphony 

Orchestra:  conducted  by  Michael 

Tiison  Thomas  in  works  by 

Barber  and  Mahler,  with  vfoOn 

soloist  Gfl  Shabam;  Feb  6 


GLASGOW 

OPERA 
Theatre  Royal 
Tet  44-141-332  9000 
Scottish  Opera:  Der 
RosenkavaEer,  by  R Strauss. 
New  staging  by  David  Me  Vicar, 
conducted  by  Richard 
Armstrong.  The  east  includes 
Joan  Rodgers,  Stella  Doufexis 
and  Lisa  Milne; 


Feb  6 


HANOVER 
CONCERT 
Grasse  MltsikhaDe 
San  Francisco  Symphony 
Orchestra:  conducted  by  Michael 
Tiison  Thomas  in  works  by 
Mendelssohn  and  Mahler,  with 
violin  soloist  Gil  Shaham; 

Feb  5 


HOUSTON 

THEATRE 

Houston  Grand  Opera, 
Wortham  Center 
Tel:  1-713-227  2787 
wwwJtgo.com 
A Little  Night  Music:  by 
Sondheim.  Grant  Gershon 
conducts  a production  by 
Michael  Leals,  with  a cast 
including  Frederica  von  Stacie, 
Thomas  Allen  and  Sheri 
Green  awald;  Feb  6,  9 


LONDON 

CONCERTS 
Barbican  Hal) 

Tef:  44-171-638  8891 

• London  Symphony  Orchestra: 
conducted  by  Colin  Davis  in 
works  by  Beethoven  and  Elgar, 
with  piano  soloist  Richard 
Goode;  Feb  7 

• Vienna  Symphony  Orchestra: 
conducted  by  Vladimir 
Fedoseyev  in  works  by  J 
Strauss,  Mozart  and  Beethoven, 
with  piano  soloist  Artur  Pizarro; 
Feb  11 

OPERA 

English  National  Opera, 


London  Coliseum 

Td:  44-171-632  8300 
• La  Traviata:  by  Verdi.  Michael 
Lloyd  conducts  a revival  of 
Jonathan  Miller's  production. 
Cast  includes  Claire  Rutter  and 
Alan  Opie;  Feb  6,  9 


MUNICH 

CONCERTS 
Philharmonic  Gasteig 
Tel:  49-89-5481  8181 

• Philharmonie  Foikwang  Essen: 
in  works  by  Bach  and 
Beethoven,  with  violin  soloists 
Nigel  Kennedy  and  Peter  Daniel; 
Feb  5 

• St  Petersburg  Philharmonic 
Orchestra:  conducted  by  Yuri 
Temlrkanov  In  works  by 
Prokofiev  and  Ravel; 

Feb  11 

EXHIBITION 
Haus  der  Kunst 
Tel:  49-89-211270 
The  Night  exploring  the 
development  of  the  nocturne,  or 
night  time  scene,  in  western  art 
from  the  15th  to  the  20th 
century.  Includes  early  examples 
by  artists  including  Cranach, 
baroque  works  by  Caravaggio 
and  his  followers,  and  works  by 
the  German  romantics.  Other 
artists  represented  include  Goya, 
Munch,  Max  Ernst  and  Magritte; 
to  Feb  7 


NEW  YORK 

DANCE 

New  York  City  Ballet,  New 
York  State  Theater 

Tel:  1-212-870  5570 
Celebrating  Five  Decades  of 


Repertory:  continuing  50th 
anniversary  celebrations;  Feb  5, 

6,  7.  9. 10, 11 

EXHIBITION 
Guggenheim  Museum 
Tel:  1-212-423  3500 
www.guggenheim.org 
Picasso  and  the  War  Years 
1937-1945:  more  than  75  works  - 
paintings,  sculpture  and  works 
on  paper  - which  together 
explore  Picasso's  response  to 
the  period  which  began  with  the 
Spanish  Civil  War  and  ended 
with  the  liberation  of  France. 
Includes  major  public  and  private 
loans;  from  Feb  .5  to  May  9 ; 

OPERA 

Metropolitan  Opera,  Lincoln 
Center 

Tel:  1-212-362  6000 
www.metopera.org 
Moses  and  Aron:  by  Schoenberg. 
Conducted  by  James  Levine  in  a 
staging  by  Graham  Vick,  with 
sets  and  costumes  by  Paul 
Brown.  Cast  includes  Philip 
Langridge  and  John  Tomlinson: 
Feb  8. 11 


PARIS 

CONCERTS 

Salle  Pteyei 

Tel:  33-1-4561  6589 

Orchestra  de  Paris:  conducted 

by  Frans  Bruggen  in  works  by 

Bach.  Mozart  and  Mendelssohn: 

Feb  10. 11 

OPERA 

Theatre  des  Champs  Bysees 

Tel:  33-1-4952  5050 

Opera  National  de  Lyon:  Zelmlra, 

by  Rossini.  Conducted  by 


Maurizio  Benin!  in  a staging  by 
Yannis  Kokkos.  The  title  roie  is 
sung  by  Marietta  Devia: 

Feb  10 


VIENNA 

CONCERTS 
Musikverein 
Tel:  43-1-5058  6810 
San  Francisco  Symphony 
Orchestra:  conducted  by  Michael 
Tiison  Thomas  in  works  by  Ives, 
Mendelssohn  and  Prokofiev,  with 
violin  soloist  Gil  Shaham; 

Feb  8.  9 


TV  AND  RADIO 

• WORLD  SERVICE 
BBC  Work!  Service  radio  for 
Europe  can  be  received  in 
western  Europe  on  medium  wave 
648  kHZ  (463m) 

EUROPEAN  CABLE  AND 
SATELLITE  BUSINESS  TV 


• CNN  International 
Monday  to  Friday,  GMT: 

0620:  Moneyline  with  Lou  Dobbs 
1&30:  Business  Asia 
19.30:  World  Bus/ness  Today 
22JXk  Work)  Business  Today 
Update 

• Business/Market  Reports: 
05:07;  06:07;  07:07;  0820;  0920; 
1020;  1120;  1122;  1220;  1320; 
1420. 

At  0820  Tanya  Beckett  of  FTTV 
reports  live  from  UFFE  as  the 
London  market  opens. 
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PHILIP  STEPHENS 


Tony’s  test  of  time 


Mr  Blair  cannot  stay  on  the  fence  over  the  euro  for  much 
longer  - he  must  make  his  mark  in  the  history  books 


It  seems  that  prime 
ministers  are  never  too 
young  to  think  about  the 
history  books.  For  as  long  as 
he  has  been  in  10  Downing 
Street  Tony  Blair  has  had  an 
eye  on  posterity.  There  are 
two  interlocking  ambitions. 
One  presumes  to  remake  the 
landscape  of  Britain's 
domestic  politics  to  deliver 
the  future  to  the  centre-left 
The  other  takes  in  a wider 
vista  to  imagine  a nation  at 
ease  with  itself  in  Europe. 

The  best  that  can  be  said 
of  the  first  of  these  is  that  it 
is  fading.  Mr  Blair  has 
blurred  but  not  erased  the 
tribal  boundaries  on  the 
centre-left  In  retrospect  it 
seems  that  his  gentle  wooing 
of  the  Liberal  Democrats  has 
sacrificed  strategic  vision  to 
tactical  caution.  I think  the 
position  is  recoverable  - 
just  Others  closer  to  the 
prime  minister  will  tell  you 
the  moment  has  been  lost 

It  Is  Europe,  though,  that 
now  challenges  Mr  Blair’s 
presumptions.  It  asks  him  to 
demonstrate  that  he  is 
indeed  one  of  the  very  few 
leaders  who  write  the  pages 
of  history.  Or  is  he  after  all 
another  face  in  the  crowd, 
too  burdened  by  the  past  to 
dare  seize  the  present? 

The  euro  has  been  with  us 
for  a month.  It  is  fatuous  to 
declare  it  a success.  We  may 
know  more  in  five  years.  We 
may  have  to  wait  10.  All  that 
can  be  said  at  this  point  is 
that,  in  spite  of  the 
deflationary  zeal  of  the 
European  Central  Bank,  It 
has  not  obviously  failed.  But 
that  in  itself  is  enough  to 
rewrite  the  terms  of  the 
debate  in  Britain. 

We  think  we  know  that  Mr 
Blair  intends  that  sterling 
should  join.  So  he  whispers 
anyway  to  the  anxious 
business  leaders  who  dally 
cross  the  threshold  of  his 
Downing  Street  study; 

“Don’t  worry,  it  is  a question 
of  when  rather  than  if."  And 


the  when,  he  intimates,  is 
not  too  Ear  distant 
- The  same  words  are  heard 
at  gatherings  of  his 
continental  counterparts.  It 
. happened  last  weekend,  I am 
told,  when  European 
socialist  leaders  met  in 
Vienna.  Trust  me,  Mr  Blair 
asked.  More  than  that  help 
me  to  nudge  Britain's 
sceptical  populace  in  the 
right  direction. 

Be  wants  the  European 
visionaries  to  tone  down  the 
rhetoric.  There  has  been  too 
much  said  about  a single 
economic  government 
Phrases  like  the 
construction  of  Europe, 
which  come  easily  to  the 
heirs  of  Jean  Monnet.  tend 
to  jar  on  the  English  side  of 
the  Channel.  British  voters  - 
nearly  two-thirds  of  whom 
tell  the  opinion  pollsters 
they  want  to  keep  their 
pound  - fear  the  euro  as  the 
slippery  slope  to  a 
superstate. 

I would  be  surprised  then 
if  it  was  pure  coincidence 
that  on  his  return  from  these 
conversations  in  Vienna 

fteltar  T j>frinteina| 

Germany's  hitherto 


outspoken  finance  minister 
and  bdte  noire  of  the  British 
tabloid  press,  told  colleagues 
in  Bonn  to  eschew  in  future 
any  loose  language  about  tax 
harmonisation. 

Others  have  been  enlisted 
In  Mr  Blair's  cause.  Thus 
Wim  Eok  was  offered  a 
platform  this  week  from 
which  to  tell  the  doubting 
Brits  that  Dutch  nationhood 
had  survived  the  coming  of 
the  euro.  More  such 
invitations  are  in  the  post 

This,  you  might  say,  is 
shrewd  politics.  And,  as  Ear 
as  it  goes,  it  is.  Mr  Blair  has 
promised  a referendum 
before  signing  up  for  the 
single  currency.  We  know 
(or  think  we  know)  he  has 
pencilled  it  in  for  just  after 
the  next  general  election.  - 
September  2001  remains  the 
favoured  date  of  Whitehall 
insiders.  So  a sensible  start 
is  being  made  on  the 
conditioning  process. 

Gerhard  Schroder.  Lionel 
Jospin  and  the  rest  do  want 
to  help.  We  tend  to  forget 
now  the  devastation 
wrought  by  the  Eurosceptic 
convulsions  of  the  last 
Conservative  government  I 


itiiiiit/j 


was  reminded  lately  by  one 
ambassador  in  London  that 
bis  government  simply 
stopped  talking  to  John 
Major’s  Brimintatratinn 

Bridges  have  been  rebuilt 
At  first  It  was  just  warm 
words.  And,  as  so  often  with 
thi.Q  government,  the 
rhetoric  still  outpaces  the 
reality.  But  Mr  Blair's 
enthusiastic  advocacy  of  a 

European  defence  capability 

has  added  substance  to  the 
mix.  Perhaps.  I have  heard 
French  policymakers  remark 
lately,  Albion  Is  not  quite  so 
perfidious. 

Only  perhaps.  The  euro  is 
the  test  There  are  moments 
in  politics  when  careful 
calculation  cannot  substitute 
for  boldness.  Tactics  must 
serve  a strategy.  And  that  is 
the  reality  now  pressing 
on  Mr  Blair.  The 
nod-  and-  a- wink  approach 

has  run  out  of  time.  How  can 
Mr  Lafontaine  be  asked  to 
bite  bis  lip  when  Mr  Blair 
will  not  say  in  public  what 
he  confides  in  private? 

We  should  not  expect  an 
unequivocal  date  for  entry. 
To  fix  a firm  timetable 
regardless  of  economic 
circumstance  would  be  as 
foolish  as  the  government’s 
present  insistence  that  ft 
will  join  only  when  the 
benefits  are  “dear  and 
unambiguous”  .Economics 
are  never  dear  and 
unambiguous.  But  If  we  are 
to  take  seriously  his 
whispered  Intent.  Mr  Blair 
must  he  brave  enough  at 
least  to  replace  “If  and 
when”  with  “as  and  when". 

The  present  formula 
implies  that  even  if  Britain 
jumps  the  economic  hurdles 
set  by  Gordon  Brown,  the 
chancellor,  there  might  still 
be  a case  for  staying  out 
The  minimum  now  required 
is  a commitment  that  the 
government  “intends  to 
participate,  providing 
that.  .."Ami  such  a 
commitment  needs  a broad, 
if  flexible,  timeframe. 

To  those  unfamiliar  with 
the  extreme  sensitivities  of 
the  European  debate  in 
Britain  this  may  seem  like 
semantics.  It  is  not  Robin 
Cook,  the  foreign  secretary, 
is  among  those  who  agree 
the  present  stance  would  be 
unsustainable  during  a 
general  election  campaign.  It 
would  he  impossible  for  Mr 
Blair  to  say  he  had  not  made 
up  his  mind  and  then, 
within,  a few  weeks  of 
polling  day,  ask  the  same 


electorate  to  endorse  a 
decision  to  join. 

Peter  Mandelson  was 
pressing  this  point  hard  . 
before  his  enforced 
departure  from  the 
government  in  December. 

Mr  Mandelson  was  present 
at  only  about  a dozen  full 
meetings  of  the  cabinet.  I am 
told  his  one  substantive 
contribution  was  to  declare 

it  was  time  to  take  the 
offensive  against  the 
Eurosceptidsm  of  the 
Conservatives  and  their, 
allies  in  the  media.  Only 
then  could  Mr  Blair  avoid 
the  ambushes  - such  as  that 
over  tax  harmonisation  - 
into  which  he  now  stumbles. 

My  understanding  is  that 
Mr  Blair  broadly  shares  this 
anaiywja.  even  if  he  remains 
careful  not  to  show  his  band. 
He  has  been  heard  to  say.  in 
recent  days  he  fully  accepts 
that  joining  the  euro  cannot 
be  achieved  by  stealth.  _ 

The  contrary  voice 
counselling  caution  is  that  of 
Mr  Brown.  Within  the  next 
few  weeks  the  chancellor 
will  publish  a “national 
changeover  plan"  - setting 
out  the  nnts  and  holts 
involved  in  swapping  pounds 
for  euros.  But  Mr  Brown 
insists  the  accompanying 
words  must  not  deviate  from 
the  wait-and-see  position  he 
enunciated  in  October  1997. 

Some  say  this  is  a question 
of  amour  propn.  Mr  Brown 
is  a jealous  guardian  of  his 
own  reputation.  1 find  it 
curious  that  he  sees  a 
problem.  The  world  has 
moved  on  since  1997.  And 
did  not  a famous  economist 
once  say  something  about 
changing  one's  mind  when 

the  facts  change?  To  be  fair, 
others  say  Mr  Brown  thinks 
there  is  scope  enough  within 
his  original  statement  to 
nudge  the  position  along. 
Either  way,  there  is 
something  to  be  settled  by 
prime  minister  and 
chancellor. 

Another  nod  and  another 
wink  is  not  enough.  Before 
Britain  votes  oh  Emu  it 
must  settle  the  argument 
about  the  politics  as  well  as 
the  economics.  It  must 
decide  what  sort  of  country 
it  wants  to  be:  a nanada  (and 
no  slight  is  Intended  here) 
on  the  edge  of  Europe  or  a 
power  within  it.- That 
argument  can  be  had  only 
when  Mr  Blair  has  staked 
out  the  case  for  joining.  To 
wait  and  see  is  to  invite 
history  to  pass  him  by. 


Brazil’s  unenviable  choices 


Brazil  is  showing  the 
early  signs  of  finan- 
cial meltdown. 
What  began  as  an 
attempt  at  a controlled 
devaluation  is  turning  into  a 
panic.  Last  Friday,  Brazil- 
ians queued  outside  banks  to 
withdraw  their  savings  amid 
rumours  that  the  govern- 
ment was  about  to  freeze 
bank  accounts.  Interest  rates 
have  been  raised  to  39  per 
cent  to  steady  the  Real, 
which  has  lost  almost  50  per 
cent  of  its  value  since  the 
currency  was  allowed  to 
Boat  on  January  13. 

In  the  past  few  days,  Pedro 
Malan.  finance  minister,  has 
offered  to  resign,  while  the 
central  bank  has  been  given 
its  third  president  in  less 
than  a month.  An  Interna- 
tional Monetary  Fund  mis- 
sion is  in  Brasilia  this  week, 
renegotiating  the  terms  of 
last  year's  $41.5bn  emer- 
gency support  package.  But 
Stanley  Fischer,  the  IMF's 
first  deputy  managing  direc- 
tor. was  returning  to  Wash- 
ington last  night  without 
any  sign  that  Brazil  and  the 
Fund  were  dose  to  an  agree- 
ment There  is  growing  scep- 
ticism that  Brazil  deliver 
on  fiscal  reforms  agreed  with 
the  IMF  last  October. 

With  confidence  slipping 
fast  even  George  Soros,  the 
international  speculator,  felt 
he  had  to  lend  a helping 
hand  to  Arminio  Fraga, 
Brazil's  new  central  bank 
chief  and  the  former  manag- 
ing director  at  Soros  Fund 
Management. 

Mr  Soros  told  the  world 
economic  summit  at  Davos 
in  Switzerland  that  the  Real 
was  “clearly  undervalued”. 
“Brazil  is  in  a very  acute  sit- 
uation because  on  Friday 
you  effectively  had  the 
beginning  of  a run  on  the 
banks  and  a run  on  the  cur- 
rency," Mr  Soros  said.  He 
did  not  think  the  Brazilian 
government  had  much  time 
to  sort  things  out 
How  did  Brazil  begin  to 
unravel? 

The  government  is  finding 
it  much  harder  to  service  its 
$M.7bn  gross  external  debt 
at  a time  when  it  is  all  but 
cut  off  from  international 
capital  markets.  Private  sec- 
tor companies  are  in  much- 
better  shape,  hut  their  exter- 
nal debt  has  more  than  dou- 
bled in  the  last  two  years  to 
$119bn  at  the  end  of  1998. 
More  worrying  is  the  gov- 


Failure  to  curb  financial  turmoil  in  the  wake  of  its  currency  devaluation  has  left 
the  government  with  few  easy  options,  write  Richard  Lapper  and  Geoff  Dyer 
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eroment’s  RS320bn  domestic 
debt,  owed  mainly  to  Brazil- 
ian banks  and  other  finan- 
cial institutions.  The  recent 
currency  depreciation  has 
increased  the  stock  of  the 
debt,  because  about  RSSObn 
is  linked  to  the  value  of  the 
dollar.  About  half  of  this 
debt  falls  due  this  year. 
Already  there  are  doubts 
about  whether  investors  wQl 
agree  to  roll  it  over. 

The  increase  in  Interest 
rates  - from  29  per  cent  to  39 
per  cent  - will  also  increase 
the  cost  of  debt  servicing. 
One  DK  economist  estimates 
each  percentage  point 
increase  in  interestrates 
increases  debt  service  pay- 
ments by  RS2.5bn  a year. 
When  Brazil  was  negotiating 
Its  emergency  aid  package 
with  the  IMF,  the  govern- 
ment's interest  bill  this  year 
was  estimated  at  7 per  cent 
of  gross  domestic  product. 
But  following  the  devalua- 
tion, and  with  Interest  rates 
at  39  per  cent,  the  interest 
bill  is  likely  to  be  closer  to  17 
per  cent  of  GDP. 

FeUpe  Garcia,  an  analyst 
with  Idea,  a New  York-based 
consultancy,  says  that  some 
government  creditors  could 
eventually  conclude  that  the 
interest  rates  or  yield  - no 
matter  how  high  - would 
not  compensate  the  risk  of 
holding  government  paper. 

“We  have  already  reached 
the  stage  where  it  has 
become  more  difficult  to 
place  government  debt  The 
fear  is  that  at  a further  stage 
these  investors  will  start 
dumping  jiaper,"  he  said. 
“Even  if  only  10  per  cent  of 
creditors  were  to  sell,  it 
could  trigger  a reschedul- 
ing." 

So  what  are  the  govern- 


ment's options?  Broadly,  it 
has  three:  default,  followed 
by  renegotiation  of  debt;  to 
slash  public  spending  to 
compensate  for  higher  inter- 
est payments;  and  to  reduce 
the  real  value  of  domestic 
debt  by  inflation.  All  are 
unenviable,  to  put  it  mildly. 

Duff  & Phelps,  an  interna- 
tional credit  rating  agency, 
believes  that  the  country  has 
a one  in  three  chance  of 
defaulting  on  its  domestic 
debt. 

But  default,  as  Russia  is 
finding  out,  has  conse- 
quences so  devastating  that 


'Brazil  is  a very 
acute  situation. 

This  is  the 
moment.  I don’t 


think  there  is  a 


great  deal  of  time1 


the  government  will  try  hard 
to  avoid  it.  For  oik  thing,  a 
domestic  debt  default  would 
he  a severe  blow  to  Brazil's 
hanking  system.  Holdings  of 
government  paper  account 
for  between  20  and  30  per 
cent  of  the  banking  system’s 
assets.  Even  a 10  per  cent 
fall  in  the  value  of  this  paper 
would  be  enough  to  wipe  out 
the  entire  sector's  profits 
last  year. 

Worse  still,  at  time  when 
high  Interest  rates  and  eco- 
nomic contraction  are 
increasing  the  number  of 
bad  loans,  default  could 
force  some  smaller  banks 
into  insolvency.  “There 
would  definitely  be  a bank- 


ing crisis,"  predicts  Lacey 
Gallagher,  director  of  Latin 
America  sovereign  ratings  at 
Standard  & Poor’s,  the  credit 
rating  agency.  “The  only 
way  to  prevent  banks  becom- 
ing insolvent  would  be  to 
freeze  their  liabilities  (such 
as  bank  deposits)  as  well" 

Default,  however,  is  not 
inevitable.  The  government 
could  try  further  budget 
stringency. 

There  is  a chance  that  the 
government  could  stabilise 
its  currency,  halt  the  steady 
outflow  of  dollars  and  reduce 
interest  rates.  Indeed,  last 
week’s  panic  began  to  ease 
when  Fernando  Henrique 
Cardoso,  president,  made  it 
clear  he  had  no  intention  of 
hijacking  the  savings  of  his 
compatriots.  The  Real  has 
appreciated  by  about  10  per 
cent  against  the  dollar  since 
Friday.  Far  stability  to  be 
restored  the  government 
would  need  to  convince 
investors,  banks  and  the  IMF 
that  it  is  making  serious 
progress  in  reducing  its  fis- 
cal deficit,  now  equal  to  9 
per  cent  of  gross  domestic 
product 

Making  cuts  of  this  magni- 
tude is  politically  controver- 
sial. Congress  has  already 
approved  new  taxes  and  big- 
ger pension  fund  contribu- 
tions from  civil  servants  that 
are  expected  to  produce 
RS28bn  in  savings.  But  with 
Interest  rates  so  high,  the 
government  is  running  to 
stay  in  the  same  place.  The 
fiscal  savings  have  already 
been  eroded  by  its  increased 
debt  servicing  costs. 

That  leaves  option  three: 
risking  a bout  of  inflation  to 
reduce  the  real  value  of 
domestic  debt  In  Brazil  it  is 
heretical  to  admit  that  there 


can  be  any  positive  impact 

Mr  Fraga,  the  new  central 
bank  governor,  says  that  for 
a country  like  Brazil,  a little 
bit  of  inflation  is  like  giving 
a drink  to  a recovering  alco- 
holic. 

Paulo  Paiva,  budget  minis- 
ter, adds;  “We  would  far  pre- 
fer to  cut  costs  than  rely  an 
the  help  of  inflation  to  create 
fiscal  equilibrium.” 

The  harsh  reality,  how- 
ever, is  that  inflation  could 
help. 

Brazil's  history  of  high 
inflation,  and  the  failure  of 
the  authorities  to  manage 
infiationary  expectations  in 
the  past,  mpnrn:  that  many, 
businesses  are  already  begin- 
ning to  prepare  for  a new 
wave  of  price  rises.  Private 
sector  forecasters  are 
already  expecting  price  rises 
of  at  least  10  per  cent  and 
many  acknowledge  that  the 
rate  could  be  much  higher. 

Inflation  could  ease  Bra- 
zil's debt  problems.  Even  if 
nominal  interest  rates 
remain  at  current  levels, 
price  increases  of  even  10 
per  cent  a year  would  reduce 
real  rates  and  the  burden  of 
both  wasting  debt  and  inter- 
est payments. 

In  additional,  while  infla- 
tion will  increase  govern- 
ment revenues,  'many  of  its 
expenses  are  fixed  in  nomi- 
nal terms,  which  should  help 
in  further  reducing  the  fiscal 
deficit  and  reduce  financing 
requirements. 

However,  a rise  in  infla- 
tion would  hit  Brazil’s  wage 
earners  and  make  the  gov- 
ernment unpopular.  But  1 
even,  modest  levels  of  infla- 
tion would  be  hugely  contra-  1 
versial  in  Brazil.  j 

Furthermore,  price 
increases  would  bring  hack  I 
to  spectre  of  indexation.  ; 
President  Cardoso  scrapped 
the  system  five  years  ago,  | 
but  If  prices  were  to  rise  ; 
again,  tbe  government 
would  come  under  enormous 
pressure  from  the  trades 
unions  to  reintroduce  it. 

"A  moderate  level  of  infla- 
tion would  help  them 
address  the  domestic  debt 
problem  with  much  less 
political  faH-ont  than  an  out- 
right default,"  says  Ms  Gal- 
lagher. “But  a return  to 
indexation  would  be 
extremely  damaging.  Given 
Brazil's  history  with  infla- 
tion it  is  a delicate  balance. 
They  are  facing  some  really 
tough  choices.” 


LETTERS  TO  THE  EDITOR 


Lord  Mayor  flying  in  face  of  logic 


FromMrBadney  Leach. 

Sir  John  Craoen  and 
Mr  Stanislas  Yassukooich. 

Sir.  The  Lord  Mayor’s 
repeated  warnings  that  the 
City  may  lose  out  if  Britain 
does  not  adopt  the  euro  are  a 
departure  from  the  tradi- 
tional political  neutrality  of 
his  office  (“City  of  London 
mayor  deplores  delay  over 
entry".  February  3).  They 
akrt  fly  in  the  face  of  busi- 
ness logic. 

The  strength  of  a global 
financial  centre  does  not 
depend  on  politics  or  on  the 
■currency  in  which  firms  pay 
their  employees  and  their 
overheads.  It  depends  on 
Innovation,  reputation,  the 
ability  to  attract  and  hold 


top  class  management  from 
every  corner  of  the  world.  It 
depends  on  even-handed  reg- 
ulation; on  the  English  lan- 
guage; on  a vast  Infrastruc- 
ture of  lawyers,  accountants 
and  services  such  as  over- 
night printers;  on  low  taxes 
and  social  costs;  on  labour 
flexibility:  and  on  the  clus- 
tering effect,  whereby  a 
matchless  concentration  of 
talent  feeds  off  itself. 

Of  course  bur  would-be 
European  competitors  view 
this  formidable  array  of 
advantages  with  envy  and 
try  to  talk  the  City  down. 
But  the  sight  of  the  Lord 
Mayor  uncritically  recycling 
the  propaganda  of  these 
rivals  is  unedifying. 


Rodney  Leach, 

firman, 

Business  for  Sterling, 

IS  Buckingham  Gate, 
London  SWiE  6PE,  UK; 

Sr  John  Craven, 
chairman,  Lonxfeo  and 
former  member  of  the  board 
of  Deutsche  Bank;  and 
Stanislas  Yassukovfch, 
chairman,  S.  M.  Yassukovfch 
and  former  deputy  chairman 
London  Stock  Exchange 


London  can  fend  off  the  malcontents 


Prom  the  Lords  Stoddart, 
Harris  and  Pearson. 

Sir,  Lord  Levene,  tbe  Lord 
Mayor  of  London,  is  reported 
as  saying  that  “London 
could  start  to  lose  out  If  the 
UK's  entry  into  economic 
and  monetary  union  is 
delayed".  The  reason,  so  he 
is  reported  as  saying,  is  that 
“a  superpower  Tie,  euro- 
land] . . . might  not  be  con- 
tent to  allow  an  offshore  cen- 
tre, London,  in  the  same 
time-zone,  to  be  the  leading 
market  for  euro-denomi- 
nated  business". 

Spot  on.  Frankfurt  and 
Paris  have  never  been  “con- 
tent" that  London  is  so  suc- 
cessful They  never  will  be. 
The  only  question  is  this: 


will  Londbn  be  more  suc- 
cessful at  fending  off  the 
predatory  intentions  of  Its 
rivals  outside  the  euro,  or 
Inside? 

Outside,  London  can  still 
make  some,  , if  not  most,  of 
her  own  decisions.  Inside, 
she  will  be  increasingly  sub- 
ject to  Qualified  Majority 
Voting  - usually  as  one 
against. 10  or  12  or  14.  The 
Germans  and  the  French 
make  no  secret  about  their 
agenda  on  QMV,  tax  har- 
monisation and  social  har- 
monisation. They  want  more 
of  all  of  them.  None  of  that 
can  help  London. 

Does  Lord  Levene  - or 
anybody  else  - seriously 
believe  that,  if  Britain  joined 


the  euro.  Frankfurt  and 
Paris  would  call  off  hostili- 
ties? Of  course  not.  They 
would  redouble  their  efforts. 
The  sooner  the  City  realises 
that,  the  better.  Meanwhile, 
London  appears  to  have 
notched  up  more  than  90  per 
cent  of  all  deals  in  the  euro 
since  it  was  launched.  We 
trust  this  affords  Lead  Lev- 
ene some  comfort. 


Lord  Stoddart  of  Swindon 
(Labour). 

Lord  Harris  of  High  Cross 
(Independent), 

Lord  Pearson  of  Rannoch 
(Conservative), 

Global  Britain, 

126  Great  Portland  Street, 
London  WIN  5PH,  UK 


Rotten  borough’s  threat  to  finance  sector 


Prom  Mr  Malcolm  J.  Matson. 

Sir,  Your  report  highlights 
the  absurdity  of  the  situa- 
tion with  regard  to  the  Cor- 
poration of  London.  The  con- 
tinuation of  this  rotten 
borough  not  only  threatens 
Tony  Blair's  plans  to  bring 
democracy  to  all  of  London; 
it  also  threatens  the  well- 
being of  the  London  finan- 
cial sector  of  which  it  has 
become  the  self-appointed 
spokesman. 

Peter  Levene,  the  current 
Lord  Mayor,  may  well  have  a 
distinguished  business 
career,  but  there  is  no  guar- 
antee under  the  system  that 
this  will  always  be  the  case. 
Next  year  it  will  be  the 
manager  of  a printing  and 
stationery  business  from 
Potters  Bar. 

We  all  know  the  Lord 
Mayor  of  the  City  is  not 
elected  by  City  practitioners 
(he  is.  after  all,  the  appoin- 
tee of  his  12  or  so  predeces- 


sors). But  even  if  he  were, 
that  would  no  longer  equip 
him  to  speak  for  the  finan- 
cial sector,  as  vast  swathes 
of  “the  City*’  now  operate 
from  Docklands.  Westmin- 
ster, Islington  or  elsewhere. 
Neither  the  Lord  Mayor  nor 
the  Corporation  of  London 
has  any  statutory  standing 
beyond  the  Square  Mile. 

Nor  does  their  paltry  Pri- 
vate Bill  how  before  parlia- 
ment do  anything  to  rectify 
this;  nor  could  it.  Thank 
goodness  that,  at  the  very 
moment  the  Lard  Mayor  was 
supping  Chablis  in  Paris,  a 
number  of  Labour  MPs  were 
objecting  to  the  second  read- 
ing of  the  Corporation  of 
London  (Ward  Elections) 
Bill,  thereby  almost  cer- 
tainly committing  it  to  the 
scrap  heap. 

So,  are  we  really  going  to 
leave  the  promotion  of  Lon- 
don as  a global  financial  cen- 
tre to  a legendary  figure's 


successor  rather  than  to  the 
elected  Mayor  of  London? 
Even  a legitimate  “first 
chamber  of  finance”,  totally 
unrelated  to  local  govern- 
ment but  chosen  by  the 
entire  financial  sector  based 
on  London,  would  be  better 
than  what  lies  in  store. 

Unless  parliament 
addresses  the  absurdity  of 
the  Corporation  of  London 
in  the  context  of  the  Greater 
London  Authority  Bill,  great 
confusion  and  damage  to 
London  as  a global  financial 
centre  will  he  done. 

We  will  be  the  laughing 
stock  of  Europe  In  2001  when 
there  will  be  two  mayors  of 
London  to  address  the  hank- 
ers in  Paris.  Parliament  had 
better  wake  up  to  what  -is 
happening  before  it  is.  too 
late. 


Malcolm  J.  Matson, 

9 The  Postern. 

London  EC2Y  8BJ,  UK 


Europhiles  got  this  bit  right  Parallels 


From  Mr  Douglas  Ellison. 

Sir,  You  make  much  of  the 
fact  that  the  financial  Christ- 
mas present,  the  euro,  took 
50  per  cent  of  all  new  issue 
business  in  the  first  month 
of  its  launch. 

The  hyperbole  and  politi- 
cal capital  invested  in  the 
euro  meant  any  self-respect- 
ing bank  wanting  to  win 
mandates  from  the  EC  stable 
of  borrowers  bent  over  back- 
wards to  be  part  of  the  new 
game  in  town  and  artificially 
boosted  the  euro’s  share  of 
. new  issue  business. 


So  it  Is  a shame  for  those 
who  invested  $100  in  euro 
debt  on  January  4 that  it 
was  worth  only  $95  at  the 
close  on  February  l.  Is  this 
what  europhiles  mean  when 
they  say  things  will  be 
cheaper  in  the  euro? 


with  1988 


Douglas  Ellison, 
chairman. 

City  branch  of  the 
Campaign  for  an 
Independent  Britain, 
52  Beaconsfleld  Road, 
Greenwich, 

London  SE3  7LG,  UK 


UK’s  takeover  regulations 
eased  Mirror  chiefs  removal 


From  Dr  Geoff  Stapledon. 

Sir,  The  institutional 
shareholder-led  removal  of 
David  Montgomery,  chief 
executive  of  Mirror  Group 
(“Institutions  force  Mirror 
chief  to  resign”,  January  27), 
raises  an  interesting  issue 
regarding  regulation  of  take- 
overs. 

The  UK’s  current  system 
for  regulating  takeovers,  a 
self-regulatory  system  rely- 
ing on  the  City  Code  and  the 
Takeovers  Panel,  is  condu- 
cive to  (or  at  least  not  a dis- 
incentive to)  activism  by 
institutional  investors.  This 
Is  in  marked  contrast  to  US 
and  Australian  takeover  reg- 
ulations. If  the  UK's  system 
were  to  be  discarded  in 
favour  of  a statute-based  sys- 
tem (as  the  draft  Takeovers 
Directive  envisages),  this 
may  change  overnight. 

In  tbe  US,  Canada  and 
Australia,  the  rules  that 
require  disclosure  of  sub- 
stantial -shareholdings,  and 
(in  Australia  and  Canada)  a 
bid  to  be  made  if  a threshold 
shareholding  is  to  be 
exceeded;  apply  not  only  to 
single  shareholders.!  They 
also  apply  to  aggregate  the 
shares  of  “associated"  share- 
holders. If.  three  or  four  insti- 


tutions discuss  acting  collec- 
tively at  an  undetpeiforming 
company,  they  risk  becom- 
ing “associates"  and  facing 
legal  action  for  breach  of  the 
takeovers  legislation. 

Interestingly,  while  collec- 
tive institutional  investor 
activism  in  the  UK  may 
technically  invoke  the  man- 
datory bid  rule  in  the  City 
Code  (via  the  "concert 
party”  provisions),  the  non- 
judicial Takeover  Panel 
would  likely  view  tbe  situa- 
tion for  what  it  is:  a one-off, 
ad-  hoc,  corporate  gover- 
nance-related incident.  The 
panel  at  present  has  the  flex- 
ibility to  apply  the  rules  of 
the  City  Code  appropriately 
in  this  type  of  situation.  It  is 
able  to  avoid  a legalistic  and 
technical  approach  where 
appropriate.  Sohere  we  have 
another  consideration  to  be' 
taken  Into  account  in  the 
debate  on  whether  to  move 
to  a statute-based  system  of 
takeover  regulation. 


From  Mr  Dan  McLaugKEn. 

Sir,  Tbe  pace  of  economic 
growth  In  the  US  (“Oasis  of 
prosperity",  February  1) 
raised  the  possibility  that- 
the  next  policy  move  by  the 
US  Federal  Reserve  will  be 
to  increase  short-term  inter- 
est rates,  which  would  be  a 
replay  of  policy  develop- 
ments following  the  1987 
stock  market  crash. 

The  Fed  Funds  rate  was 
trimmed  by  a total  of  80 
basis,  points  between  Octo- 
ber 1987  and  February  1988 
in  response  to  fears  that  US 
and  world  growth  would  be 
severely  dented  by  the 
plunge  in  equity  values 
across  the  globe.  In  the 
event  US  growth,  far  from 
slowing  as  expected,  acceler- 
ated strongly,  boosted  by  the 
monetary  injection  from  the 
Fed:  gross  domestic  product 
rose  3.8  per  cent  in  1988,  fol- 
lowing 29  per  cent  growth  in 
1987.  The  strength  of  eco- 
nomic activity  prompted  the 
Fed  to  reverse  policy  In 
March  1988.  with  the  first  of 
a series  of  tightening  moves. 

The  parallels  with  recent 
monetary  developments  are 
striking:  the  Fed  Funds  rate 
has  fallen  by  75  basis  points 
since  September  1998,  in 
response  to  a perceived 
threat  to  growth  stemming 
from  finanriai  market  turbu- 
lence, but  the  strength  of  the 
US  economy  Is  reportedly 
causing  a number  of  Federal 
Open  Markets  Committee 
members  to  doubt  the  wis- 
dom of  such  a move.-  There- 
fore there  is  a risk  that  his- 
tory repeats  itself  to  the 
extent  that  the  March  FOMC 
meeting  will  raise  rates,  just 
as  in  1988. 


Geoff  Stapledon. 
director.  Institutional 
Analysis  Pty  and 
academic  visitor. 
Faculty  of  Law, 

Oxford  University, . 

St  Cross  Road,  Oxon,  UK 


Dan  McLaughlin, 

ABN  Amro  Stockbrokers, 
ABN  Amro  House. 

International  TBnannfll 

Services  Centre, 

Dublin  l, 
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As  for  his  remark  that  the 
City  might  not  be  "allowed" 
to  be  the  leading  market  for 
euro-deno m tnated  business, 
this  may  make  sense  in  an 
authoritarian  state.  In  a free 
market  world  it  is  meaning- 
less. 
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The  lessons 
of  LTCM 


The  heads  of  the  14  financial 
institutions  that  bailed  out 
Long-Term  Capital  Management 
met  yesterday  for  the  first  time 
since  the  deal  was  arranged. 
Whatever  the  disagreements 
within  the  consortium,  they  r?n 
only  be  pleased  with  the  results 
of  their  actions  last  September. 

The  conduct  of  the  bailout 
was,  by  almost  any  standards,  a 
success  - certainly  far  more  suc- 
cessful than  the  International 
Monetary  Fund’s  attempts  in 
Asia,  Russia  and  Brazil.  The  pro- 
cess was  carried  out  speedily, 
with  the  help  of  the  New'  York 
Federal  Reserve,  and  the  unwind- 
ing of  trades  managed  smoothly. 
The.  market  divergences  that 
caused  LTCM  to  sink  deep  into 
the  red  have  now  reversed,  leav- 
ing LTCM  a profitable  (and  much 
less  leveraged)  institution.  The 
biggest  issue  for  the  consortium 
is  when,  not  whether,  it  will  take 
its  money  back. 

More  debatable  is  whether  the 
LTCM  bail-out  was  necessary  to 
avert  a global  financial  melt- 
down. The  truth  is  that  we  will 
never  know  for  sure.  The  Fed,  in 
its  privileged  position,  may  well 
have  suspected  that  LTCM’s  col- 
lapse would  trigger  a cascade  of 
failures  of  financial  institutions; 
the  global  economy  was  in  no 
state  to  withstand  such  a shock. 

But  the  opportunity  to  teach 
financial  market  players  a much- 
needed  lesson  about  the  dangers 
of  hedge  funds  was  lost.  Instead, 
the  ball-out  reinforced  the  moral 
hazard  problems  that  first  arose 


from  the  IMF's  actions  in  Asia. 

Nothing  about  the  bail-out 
itself  will  induce  the  hedge  funds 
to  change  their  behaviour. 
LTCM’s  management  were 
allowed  to  keep  their  jobs,  and 
already  John  Meriwether,  the 
senior  partner,  is  blaming  other 
Wall  Street  institutions  for 
LTCM’s  misfortunes  and  is 
looking  for  new  funding.  The 
funds  may  exercise  greater  cau- 
tion following  the  market  shocks, 
but  this  is  likely  to  be  short-lived. 

Perhaps  this  Is  Inevitable; 
hedge  funds,  along  with  other 
speculative  institutions,  will  by 
their  very  nature  he  tempted  to 
take  large  risks.  More  regulation 
may  only  push  them  offshore. 
Much  more  important  is  whether 
banks  - which  lent  to  the  hedge 
funds  - have  learnt  anything.  So 
far  the  news  is  good;  banks  are 
reducing  their  exposures  to  the 
riskier  funds.  But  this  prudence 
may  not  last  long.  Hedge  funds 
are  only  the  latest  in  a line  of 
highly  profitable  wheezes  that 
have  tempted  banks  to  overex- 
pose themselves  in  areas  they  do 
not  really  understand.  Ideally, 
what  is  needed  is  a change  in  the 
culture  of  risk  assessment;  other- 
wise, changes  in  regulation  will 
have  to  fulfil  the  purpose. 

The  rescue  of  LTCM  was 
almost  a textbook  example  of 
bow  to  conduct  a bail-out,  carried 
out  at  a critical  juncture  for  the 
world  economy.  But  the  cost  of 
this  success  may  be  that  the  les- 
sons learned  from  the  collapse 
wifi  be  quickly  forgotten. 


Japanese  bonds 


Until  recently,  Japan's  long-term 
interest  rates  were  kept  at 
rock-bottom  levels  by  expecta- 
tions of  deflation.  But  the  govern- 
ment's ballooning  issuance  of 
bonds  to  finance  its  expansionary 
fiscal  policy  had  to  (bed  through 
into  the  market  some  time. 

A serious  mismatch  of  supply 
and  demand  has  arisen  in 
Japan’s  bond  market  which, 
without  intervention,  can  only  be 
resolved  by  falling  prices.  Gross 
new  bond  issuance  in  1998 
reached  Y59,000bn  ($526bn), 
almost  70  per  oent  up  from  1997. 
With  this  year's  budget  deficit  set 
to  rise  further,  bond  issuance  in 
1999  will  be  at  least  as  high. 
Local  government  bond  sales  are 
also  likely  to  expand.  General 
government  debt  is  predicted- to 
reach  118  per  cent  of  gross 
domestic  product  by  2000. 

Meanwhile,  the  demand  for 
bonds  is  felling.  The  Trust  Fund 
Bureau,  a subsidiary  of  the  Min- 
istry of  Finance  which  holds  34 
per  cent  of  all  outstanding  Japa- 
nese government  bonds,  recently 
announced  that  it  was  halting 
new  bond  purchases. 

The  result  of  these  imbalances 
so  far  has  been  a rise  in  the  10- 
year  bond  yield  to  over  2 per 
cent,  from  a trough  of  0.74  per 
cent  last  October. 

The  return  of  significantly  pos- 
itive bond  yields  is  not  all  bad. 
news;  the  banking  sector,  for 
example,  could  benefit. 

But  by  absorbing  private-sector 


liquidity,  and  raising  the  cost  of 
finance,  the  falling  bond  market 
will  offset  the  expansionary 
effect  of  the  government’s  fiscal 
packages.  Combined  with  a very 
strong  yen,  the  contractionary 
impact  could  be  severe. 

Yet  Japan's  policymakers  are 
not  responding.  Kiichi  Miyazawa, 
finance  minister,  said  this  week: 
“I.,  will.,  monitor,,  them . Jbond, 
yieldsl  carefully  if  the  move 
becomes  abnormal,  but  for  now 
we  should  let  the  market  dedde." 

Radical  action  is  needed.  The 
Bank  of  Japan  should  start  buy- 
ing bonds  directly  from  the  gov- 
ernment - in.  other  words, 
finance  the  budget  deficit  by 
printing  money.  This  would  boost 
the  bond  market,  expand  the 
money  supply  and  weaken  the 
yen. 

Soda  a large-scale  and  untried 
policy  would,  of  course,  carry 
risks.  For  it  to  work,  both  the 
government  and  the  Bank  of 
Japan  would  have  to  be  firmly 
united  behind  it  This  is  no  easy 
task,  particularly  given  the  BoJ's 
instinctive  reluctance  to  carry 
out  aix  overtly  inflationary  pol- 
icy; but  anything  Jess  than  ftiU 
support  could  result  in  chaos. 

The  policy  of  bond-financed 
expansionary  fiscal  policy  In 
Japan  has  ran  out  of  steam,  and 
there  now  is  a risk  that  the  bond 
market  could  disastrously  col- 
lapse. Money-printing  is  the  only 
option  Japan  has  left  to  escape  a 
desperate  economic  situation. 


Selling  China 
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China’s  plan  to  strengthen 
corporate  governance  in  compa- 
nies that  are  listed  overseas  Is  a 
welcome  recognition  of  the  exist- 
ing flaws.  China’s  inter- 
national issues  have  suffered 
from  a lack  of  liquidity  and  poor 
standards  erf  disclosure. 

To  date,  the  amount  raised  by 
such  issues  - roughly  $13bn  - 
pales  into  Insignificance  com- 
pared with  inflows  from  direct 
investment.  But  China  will  need 
capital  from  all  sources  to 
finance,  its  development  Stan- 
dards of  corporate  governance 
must  be  higher  if  it  i&  to  attract 
large  amounts  of  international 
equity  capital. 

Moreover,  the  improved  stan- 
dards demanded  by  foreign  inves- 
tors should  eventually  spill  over 
into  China’s  still  separate  domes- 
tic equity  market.  That  will  help 
develop  another  vital  source  of 
capital 

With,  the  economy  slowing  and 
the  Asian  crisis,  reverberating, 
tills  is  not  an  easy  time  for  flota- 
tions. But  China  still  needs  to 
offer  investors  well-capitalised 
companies  with  sound  manage- 
ment and  a free  share  Issue  large 
enough  for  a liquid  market. 

ft  is  especially  Important  that, 
once  floated,  these  companies 
should  be  run  at  arm’s  length 
from  their  sponsoring  ministries 
with  fully  independent  manage- 
ment and  boards. 

China's  message  thfo  week  is 
that  it  has  grasped  this  nettle. 


. Yet  the  culture  change  required 
is  considerable.  The  temptation 
by  sponsoring  ministries  to  inter- 
fere will  remain  great,  especially 
since  they  usually  still  own  a 
controlling  stake  after  the  flota- 
tion. Securities  regulators  may 
have  an  uphill  struggle  in  enforc- 
ing rules  on  corporate  gover- 
nance. 

Two  fectqrs  are  in  their  flavour. 
One  is  that  the  Chinese  authori- 
ties' tough  line  on  dosing  down 
bust  financial  companies  shows 
there,  is  a continuing  high-level 
interest  In  -regulatory  reform. 
The  other  is  the  dear  recogni- 
tion. symbolised  in  this  week’s 
announcement  of  constitutional 
change,  that  the  private  sector 
has  as  important  role  to  play  in 
economic  development 

China  is  engaged  in  a long  and 
sometimes  painful  transition 
from  state  planning  to  capital- 
ism. The  temptation  to  ding  to 
the  vestiges  of  the  old  system  is 
considerable.  Yet  - and  this 
■ apiphes  to  other  countries  in  tran- 
sition - there  is  no  comfortable 
half-way  house. 

With  the  concept  of  a private 
sector  better  established,  China 
would  be  free  to  move  fester 
towards  full  privatisation  and  the 
complete  separation  from  govern- 
ment of  industries  floated  on 
world  , exchanges.  Privatisation 
should  not  be  just  a question  of 
raising  some  money  from  gullible 
investors  and  then  carrying  on  as 
before.  It  Is  a way  of  life- 


Too  much,  too  soon? 

Robert  Chote  explains,  the  background  to  the  Bank  of  England’s  half-point  cut  in  interest  rates 
and  argues  that  its  economic  impact  will  depend  largely  on  what  happens  in  the  labour  market 


The  Bank  of  Rngianri  haa 

done  it  again,  confound- 
ing cautious  City  fore- 
casts with  an  unexpect- 
edly aggressive  half-point  cut  in 
interest  rates.  So  much  for  the 
sedate  Old  Lady  of  legend:  this 
looks  more  like  an  assertive 
young  woman  in  a hurry. 

Britain's  short-term  interest 
rates  have  fallen  by  two  percent- 
age points  since  October,  bring- 
ing them  down  to  5.5  per  cent 
Except  briefly  in  the  wake  of 
sterling’s  ignominious  departure 
from  the  European  exchange  rate 
mechanism  six  years  ago,  base 
rates  have  not  been  lower  since 
the  mid-1970s.  Does  the  precipi- 
tate fell  show  that  the  Rank  is 
alarmed  about  a “hard  landing" 
for  the  UK  economy,  with  failing 
output  and  rising  unemploy- 
ment? Or  has  the  Bank  done 
enough  to  prevent  that? 

The  speed  with  which  the 
Bank's  monetary  policy  commit- 
tee has  reduced  rates  since  last 
autumn  is  in  marked  contrast  to 
the  sluggishness  with  which  it 
raised  them  over  the  previous  15 
months.  “Activist’’  monetary  pol- 
icy is  the  fashion  nowadays,  with 
Bank  insiders  reporting  a new 
self-confidence  In  the  way  the 
committee  members  go  about 
their  business. 

With  the  possible  exception  of 
fen  Plenderleith,  the  market 
operations  director  who  voted  to 
leave  rates  on  hold  in  January, 
even  the  habitually  cautious 
career  central  bankers  now  seem 
to  accept  that  a stitch  in  time 
saves  nine.  Eddie  George,  the 
governor  of  the  Bank,  conceded 
In  a recent  interview  that  the 
Bank  might  be  cutting  rates  too 
fast.  But  so  what?  If  consumer 
confidence  bounces  back  or  the 
world  economy  perks  up,  rates 
will  simply  rise  again.  Over- 
enthusiasm  can  be  reversed. 

Nonetheless,  the  size  of  yester- 
day's move  came  as  a surprise  to 
most  City  economists.  They  had 
expected  January’s  quarter-point 
reduction  to  be  followed  by 
another  of  similar  size.  But  the 
return  to  the  half-point  reduc- 
tions seen  in  November  and 
December  does  not  mean  that  the 
outlook  for  the  economy  has  sud- 
denly deteriorated.  It  owes  less  to 
events  in  the  last  month  than  to 
the  quarterly  rhythm  of  the 
Bank’s  forecasting  cycle. 

The  Bank  will  publish  its  latest 
inflation  forecast  next  Wednes- 
day. Following  yesterday's  move, 
it  will  show  that  the  underlying 
measure  of  retail  price  inmeases 
- which  excludes  mortgage  inter- 
est payments  - is  roughly  on 
course  to  hit  the  government’s 
2J»  per  cent  target  in  two  years 
without  further  base  rate 
changes. 

But  this  does  not  necessarily 
mean  that  rates  have  now 
reached  their  floor.  Many  City 
economists  were  wrongfooted  by 
the  Bank's  last  quarterly  report 
in  November,  which  also  showed 
that  foliation  was  on  course  to 
hit  the  target  if  interest  rates 
remained  unchanged.  Many  ana- 
lysts concluded  that  the  Bank 
was  signalling  that  rates  were  on 
hold.  In  the  event  they  fell  in 
each  of  the  next  three  months. 

The  explanation  was  that,  fol- 
lowing the  November-  report, 
fourth  quarter  economic  growth 
came  in  fractionally  lower  than  . 
the  Bank  had  expected  (albeit 
slightly  stronger  thfln  many  City 
economists  had  thought).  Mean- 
while inflation  wmn  out  in  line 
with  the  Bank’s  forecast,  but  it 
would  have  been  even  lower  but 
for  increases  in  food  and  utility 
prices.  Hence  the  Bank  felt  the 


risks  of  cutting  rates  then  were 
small  As  these  events  unfolded, 
so  the  average  of  City  and  other 
independent  forecasts  for  eco- 
nomic growth  in  1999  almost 
halved  from  LI  to  0.6  per  cent. 
Meanwhile  predictions  for  infla- 
tion at  the  end  of  this  year 
dropped  from  2£  to  12  per  cent 
Michael  Saunders,  UK  economist 
at  Salomon  Smith  Barney  Citi- 
bank, calculates  that  these  fore- 
cast revisions  alone  were  enough 
to  justify  the  rate  cuts  in  Decem- 
ber and  January. 

But  what  about  yesterday's 
reduction?  The  Bank's  explana- 
tion went  as  follows:  “Taking 
account.. .of  the  prospects  for 
international  activity  and  prices, 
domestic  costs  and  consumer 
demand,  the  committee’s  latest 
inflation  projections  implied  that 
a further  reduction  in  interest 
rates  was  necessary  to  keep  infla- 
tion on  a path  consistent  with 
the  target  of  IL5  per  cent". 

The  reference  to  domestic  costs 
probably  refers  to  the  outlook  for 
inflationary  pressures  from  the 
labour  market  Evidence  on  this 
has  been  obscured  by  the  suspen- 
sion of  the  much  revised  official 
average  earnings  data.  But  sev- 
eral factors  suggest  that  the 
threat  of  a continued  rise  in  earn- 
ings growth  is  less  serious  than  it 
locked  In  November.  There  are 
fewer  plans  for  new  jobs;  recruit- 
ment difficulties  have  eased;  and 
households'  expectations  of  Infla- 
tion have  fallen.  These  factors 
suggest  that  employees  are  less 
likely  to  press  for  higher  pay 
deals  and  that  employers  in  turn 
are  less  likely  to  grant  them. 

The  outlook  for  consumer 
demand  also  looks  weaker.  Retail 
sales  volumes  dropped  in  Decem- 
ber and  the  Confederation  of  Brit- 
ish Industry  reported  earlier  this 
week  that  sales  last  month  were 
down  on  a year  ago.  In  its  latest 
distributive  trades  survey  38  per 
cent  of  retailers  reported  that 
sales  were  down  on  January  1998, 


while  only  29  per  cent  reported 
that  they  were  up.  But  judging 
the  strength  of  consumer  demand 
around  Christmas  and  New  Year 
is  notoriously  difficult 
So  much  for  the  detail:  what 
about  the  big  picture?  After 
crunching  the  numbers,  the  Bank 
appears  to  have  concluded  that 
the  outlook  for  economic  growth 
is  much  as  it  thought  but  that 
the  associated  inflationary  pres- 
sure is  less.  Indeed,  inflationary 
pressures  are  so  subdued  that  the 
Bank  can  afford  to  cut  rates  even 
further  to  boost  economic  activ- 
ity later.  As  Gordon  Brown,  the 

The  real  spending 
power  of  someone 
with  a £25,000  salary 
. and  a £50,00$) . 
mortgage  will  rise  10 
per  cent  this  year 


chancellor,  has  instructed  it  to 
do,  the  committee  is  treating  the 
2 JS  per  cent  inflation  target  as 
symmetrical:  it  is  guarding 
against  an  undershoot  as  keenly 
as  an  overshoot. 

The  broader  question  is 
whether  recent  interest  rate  cuts 
imply  that  the  economy  will  get  a 
“soft  landing",  one  in  which  out- 
put growth  slows  rather  than 
goes  into  reverse  and  in  which 
any  increase  in  unemployment  is 
only  modest.  Not  necessarily. 

Interest  rate  reductions  have  a 
powerful  impact  on  people's 
spending  power,  especially  if 
they  have  mortgages.  Kevin  Gar- 
diner, at'  Morgan  Stanley  Dean 
Witter,  calculates  that  after  taxes 
and  housing  costs,  the  real 
spending  power  of  someone  with 
a £25,000  salary  and  a £50.000 
mortgage  will  rise  10  per  cent 


this  year  to  a level  50  per  cent 
higher  than  at  the  peak  of  the 
last  boom  in  the  late  1980s. 

Powerful  stuff  but  past  experi- 
ence suggests  that  rate  cuts  take 
a year  to  affect  output  and  spend- 
ing and  another  to  affect  infla- 
tion. This  implies  that  the  rate 
cuts  since  last  October  will  not 
boost  the  economy  until  the  lat- 
ter half  of  this  year.  Meanwhile 
output  over  the  next  six  months 
is  in  the  lap  of  the  gods.  With 
many  firms  still  trying  to  shift 
stocks  of  unsold  goods,  the  econ- 
omy may  yet  suffer  a technical 
recession  (ie.  with  output  drop- 
ping two  quarters  running). 

The  "short-term  outlook  is  par- 
ticularly uncertain  because  the 
Bank  is  confronted  with  three 
pieces  of  apparently  inconsistent 
evidence  about  the  economy's 
underlying  strength. 

The  gloomiest  picture  is 
feinted  by  business  confidence 
surveys,  which,  although  show1 
ing  some  signs  of  an  upturn,  are 
doing  so  from  depths  uncharted 
since  the  recessions  of  the  early 
1980s  and  1990s.  At  the  other 
extreme,  unemployment  is  at  an 
18-year  low  and  employment  has 
increased  by  almost  100,000  in  the 
three  months  to  November.  Both 
suggest  that  growth  remains 
above  its  long-run  trend  rate. 

Figures  for  gross  domestic 
product  fall  somewhere  in 
between.  They  suggest  the  econ- 
omy grew  in  line  with  its  trend 
rate  for  much  of  last  year,  before 
recording  an  output  increase  of 
just  0JI  per  cent  in  the  fourth 
quarter.  This  was  the  slowest 
rate  since  1992,  but  even  if  the 
economy  does  not  expand  at  all 
over  the  coming  four  quarters  it 
would  still  deliver  a 08  per  cent 
growth  rate  for  1999  as  a whole. 

For  the  Bank  - though  not  for 
businesses  - the  outturn  over  the 
next  six  months  must  be  of 
largely  academic  interest:  U is 
too  late  for  policy  changes  to 
make  a difference.  The  question 


now  is  whether  and  how  far  it 
can  continue  to  cut  rates,  filling 
economic  activity  into  the  early 
months  Of  the  next  millennium? 

At  its  recent  meetings,  the 
monetary  policy  committee  has 
approached  this  question  in  part 
by  pondering  the  “neutral"  level 
of  interest  rates  at  which  mone- 
tary policy  neither  boosts  nor 
restrains  the  growth  in  spending. 
Some  members  reject  the  very 
concept,  but  for  the  others  it 
probably  lies  in  the  range  4.5  to 
6.5  per  cent  Yesterday's  move 
brings  rates  to  the  middle  of  that 
range. 

For  open  economies  such  as 
the  UK,  the  International  Mone- 
tary Fund  assesses  the  stance  of 
monetary  policy  by  adding  the 
effect  of  exchange  rate  move- 
ments to  that  of  the  interest  rate. 
Using  the  IMF’s  assumption  that 
a 3 per  cent  move  in  the  real 
exchange  rate  is  equivalent  to  a 1 
percentage  point  change  in  base 
rates,  Mr  Saunders  calculates 
rates  could  drop  another  point 
before  monetary  conditions  are 
back  at  their  average  for  the  past 
20  years. 

The  Bank  will  say  next  week 
that  it  has  done  enough  for  now. 
Several  factors  will  determine 
where  and  when  rates  move  next 
Growth  and  inflation  are  impor- 
tant of  course,  but  the  exchange 
rate  and  the  labour  market  may 
turn  out  more  so. 

The  pound  is  no  weaker  now 
than  when  the  Bank  began  cut- 
ting rates  in  October  if  it  starts 
to  fall,  base  rates  have  less  scope 
to  follow.  And  as  for  the  labour 
market,  it  seems  unlikely  that 
rising  employment  and  easing 
pay  pressures  can  co-exist  for 
long.  If  unemployment  finally 
starts  to  rise  decisively,  as  most 
analysts  believe,  rates  may  still 
have  some  way  to  drop.  But  if  job 
growth  continues,  the  Bank 
could  find  itself  in  the  unusual 
position  of  having  done  too  much 
too  soon. 


OBSERVER 


Ebner  hops 
on  board 


Whafs  foe  world  owning  to? 
Martin  Ebner,  Switzerland’s 
best-known  corporate  investor, 
has  decided  to  join  the 
establishment  Just  before 
Christmas  he  was  promised  a 
seat  on  the  AJusuisse  board, 
after  its  merger  with  Germany’s 
Viag;  now  electrical  engineering 
giant  ABB  is  inviting  him  in  as 
weH. 

Five  years  ago,  Switzerland’s 
movers  and  shatters  would  cross 
the  street  to  avoid  him  but  now 
Swiss  blue  chips  are  queuing  up 
to  recruit  him.  Fans  of  the 
bow-tied  investor  reckon  that 
corporate  Switzerland  has  finally 
recognised  it’s  got  another 
Warren  Buffett  on  its  hands  - 
even  though  he  doesn’t  quite 
measure  up  to  the  HTvestmerrt 
sage  of  Omaha.  BK  Vision  and 
Pharma  Vrsion,  his  two  flagship 
funds,  both  underperformed  the 
Swiss  market  last  year. 

So  wby  the  hurry  to  bring  him 
on  board?  It's  probably  no  . 
coincidence  that  Bbner  has  txrift 
up  fog  stakes  inAiusuisse  and 
ABB.  It  might  ad  look  very 
friendly,  but  both  know  he  can 
make  file  tough  for  companies 
that  don't  feten  to  him. 

His  ABB  investment  has  almost 
certainly  precipitated  the  overdue 
unification  of  its  share  structure. 
Maybe  no  bad  thing,  but  is  this 
really  reason  enough  for  making 
him  a director?  UBS,  Credit 


Suisse  and  Roche,  who’ve  all 
had  the  benefit  of  Ebneris 
advice,  have  yet  to  invite  him 
onto  their  boards.  When  they  do, 
than  Ebner  will  have  really  joined 
tine  Swiss  establishment 

Wolfgang  wails 

Hard-driving  Wolfgang  Rafale's 
day  might  not  yet  have  come, 

despite  the  gossip  that’s  more 

Ckety  to  have  etnerged  from 
competitors  than  from  Inside 
BMW.  But  even  if  he’s  not  about 
to  replace  Bemd  Pischetsrieder 
as  chairman,  few  would  bet  that 
the  high-handed  engineer  won't 
one  day  get  the  job. 

BMW's  undisputed  number 
two,  a college  chum  of 
Pischetsrieder,  may  be  a serious 
player  but  there’s  also  a touch  of 
flamboyance  about  him  that 
makes  him  better  known  to.  most 
Germans  than  his  boss.  Not  least 
because  his  relationship  with  a 
television  journalist  often  hits  the 
German  tabloids. 

The  49-year-oJd  golfer,  who 
Ores  to  apply  lessons  from  the 
game  to  life,  joined  BMW  at  the 
age  of  27.  The  only  time  he 
considered  leaving  was  to  join 
Porsche  In  1992  tor  a huge 
salary  and  a share  stake  in  the 
sports  car  business.  His  flirtation 
didn't  Impress  BMW  colleagues 
and  the  affair  arguably  cost  him 
the  job  that  went  to 
Pischetsrieder.  Some  BMW 
people  reckon  Reitzle  still 
harbours  bad  feelings  to  this  day 
about  being  passed  over. 


Given  the  chance,  he'd  prove 
much  tougher  with  Rover,  but  he 
can't  absolve  himself  from  all  its 
problems.  He  was  instrumental  in 
Its  purchase  and  became  its 
chairman,  though  he  did  favour  a 
more  radical  integration  of  Rover 
into  the  business.  He  also  drove  ’ 
the  entire  Rover  fleet  before  he 
was  convinced.  If  only  the 
Mondeo  had  let  him  down.  It 
could  all  have  been  so  different 

After  Oskar 

In  November,  it  was  Oskar 
Lafontaine,  Germany  finance’s 
minister.  Now,  its  Juigen  Trlttin, 
the  Green  environment  minister, 
who’s  subject  to  speculation  he 
might  be  thinking  of  a career  In 
Brussels.  Although  the  prospect 
of  Mr  Trittln  becoming  a 
commissioner  is  being  denied 
there  does  seem  to  be  a pattern 
emerging.  Whenever  times  get 
difficult  for  a German  cabinet 
minister  - Mr  Trittin  is  In  hot 
water  over  his  plans  tor  shutting 
atomic  power  stations  - the 
rumours  surface.  Is  a Brussels 
job  the  uttxnate  sanction? 

Euro-testing 

The  Italians  just  can't  watt  to  get 
their  hands  on  the  levers  of 
power  in  the  European  Union.  Up 
to  30,000  hopefuls  will  tomorrow 
fry  to  get  themselves  Included  in 
the  next  graduate  intake  for  the 
European  Commission  - and  an 
extraordinary  30  per  cant  of  them 
are  Italians. 


Maybe  it's  because  of  their 
country's  tradition  of  public 
service.  Or  perhaps  they  want  to 
improve  Italy’s  somewhat  patchy 
record  of  contribution  to  EU 
debate.  Italy  was  a founder 
member  of  the  EU  in  1958  but 
it's  rarely  exerted  the  influence  of 
other  largo  member  countries. 
Italy  has  even  provided  a 
commission  president,  in  the 
shape  of  Franco  Maria  Maffattr, 
but  his  term  tasted  just  two  years 
in  the  early  1970's.  That  may 
change  next  year;  former  Italian 
prime  minister  Romano  Prodi  is 
among  front-runners  to  succeed 
Jacques  Santer. 

But  whatever  the  motives  of 
the  8,800  Italians  invited  to  sit 
tomorrow’s  concours  - a re-run 
of  the  test  aborted  last  autumn 
when  questions  were  leaked  in 
advance  - plenty  are  going  to  be 
disappointed.  The  Commission 
will  choose  just  1,900  for  the 
next  selection  round,  with  only 
475  finally  winning  through. 

On  the  button 

Daniel  Bouton's  ability  to  supply 
soundbites  in  English  put  most  of 
his  Anglophone  counterparts  to 
shame,  but  even  the  Socfete 
Generate  chairman  occasionally 
stumbles.  Promoting  the  growth 
prospects  arising  from  his  bank's 
friendly  takeover  of  French  rival 
Paribas,  Bouton  described  the 
merger  as  “one  of  the  most 
expensive”.  He  quickly  retrieved 
the  rogue  vowel  - “expansive”. 
Bien  sfir. 


50  years  ago 

Peso  Rumours  Rejected 
Buenos  Aires,  Feb.  4. 
Considerable  importance  is 
attached  locally  to  the 
announcement  by  the  new 
Secretary  of  Finance,  Senor 
Morales,  who  is  also  President 
of  the  Argentine  Central  Bank, 
that  present  official  exchange 
rates  will  not  be  modified. 

The  statement  adds: 
“Consequently  reports 
circulating  locally  and  abroad 
that  an  alteration  of  exchange 
rates  is  imminent  are  without 
foundation.” 

The  statement  Implies  a 
seeming  determination  to 
defend  the  peso's  integrity 
internationally  despite  the  fact 
that  the  country's  economic 
condition  points  to  the 
necessity  of  a measure  of 
controlled  devaluation. 

Labrador  Iron  Ore 
Ottawa,  Feb.  4. 

Iron  ore  deposits  in  Ungava 
and  Labrador  will  make  a 
major  contribution  to  the 
Canadian  economy  in 
sustained  earnings  of  U.S. 
dollars  - “in  fact  Initial 
operations  will  earn 
approximately  as  much  in 
American  dollars  as  all 
Canadian  gold  mines 
combined,”  Mr.  W.  H.  Durreb, 
general  mining  director  of  the 
Labrador  Mining  and 
Exploration  Company  said 
to-day. 


b i 


p y 


ECCLESIASTICAL 


FINANCIAL  TIMES 


PRINTERS 
FAX  MACHINES 


FRIDAY  FEBRUARY  5 1999 


THE  LEX  COLUMN 


Maverick  on  board 


ABB  has  certainly  taken  its  time  - eight 
years  to  be  precise  - to  adopt  a sensible 
share  capital  structure.  Four  different 
classes  of  equity,  three  boards,  and  a 
twin-headed  structure  left  over  from  the 
Swiss/Swedish  merger  was  not  an  easy 
proposition  to  sell  to  international  inves- 
tors. Introducing  the  basic  principle  of 
one  share,  one  vote  was  long  overdue.  It  Is 
the  best  guarantee  shareholders  have  that 
their  interests  will  be  equally  respected. 

ABB  is  also  plumping  for  one  board  * 
unlike  its  stock  market  listings,  which  it 
is  collecting  as  though  they  were  going 
out  of  fashion.  And  ABB’s  chief  executive 
will  now  be  a member  of  the  main  board; 
for  more  rational  than  having  an  execu- 
tive committee  ultimately  accountable  to 
several  boards,  lntriguingly,  Martin 
Ebner,  that  scourge  of  Swiss  managers,  is 
joining  the  great  and  good  on  ABB's 
board.  With  luck,  his  new  establishment 
credentials  will  not  dent  his  zest  for  ask- 
ing awkward  questions.  ABB  has  a good 
record  with  investors.  It  has  moved 
aggressively  on  costs,  sold  out  of  non-core 
assets  such  as  Adtranz  and  repositioned 
the  group  towards  growth  areas. 

But  ABB  still  needs  to  refine  its  strat- 
egy for  the  slow-growth  power  generation 
market  It  may  be  that  further  consolida- 
tion here  would  help  tackle  overcapacity. 
Alternatively,  an  exit  would  release  more 
capital  to  reinvest  in  better  businesses. 
Mr  Ebner  should  not  hang  up  his  gloves 
yet 
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SmithKJine  Beecham 


mg  Walgreen  and  CVS,  have  the  same 
strategy. 

Would  Mr  Leschly’s  reputation  suffer 
from  a U-turn?  While  Lolly  stomached  a 
f2.4bn  write  down  on  PCS  In  1997,  Mr 
Leschly,  an  incurable  optimist  has  con- 
tinued to  maintain  that  DPS  ha S Its  US8S. 
Nevertheless,  it  would  be  to  his  credit  If 
he  ditched  it  After  all.  It  is  an  old  mistake 
and  even  Glaxo  Wellcome  bid  - unsuc- 
cessfully as  luck  would  have  it  - for  one 
of  these  outfits. 

So,  to  the  £120bn  question.  Would  this 
"cleaning-up”  of  SB’s  drugs  business 
shorten  the  odds  on  a merger,  namely 
with  Glaxo?  In  a minute  way,  yes.  But  the 
crucial  issue  is  whether  the  two  can  live 
up  to  sky-high  expectations  indepen- 
dently. 


If  Smith  Kline  Beecham  is  not  planning 
to  sell  Diversified  Pharmaceutical  Ser- 
vices, its  drugs  distribution  business,  it 
ought  to  be.  The  $2JJbn  acquisition  of  DPS 
In  1994  was  one  of  Jan  Leschly’s  earliest 
acts  as  chief  executive.  DPS  makes  no 
money  and  the  reasons  for  buying  it  - to 
help  push  SB  drugs  to  purchasers  to 
collect  patient  data  - have  proved  Illu- 
sory. 

Late  last  year  Eli  Lilly  sold  a similar 
folly,  PCS  Health  Systems,  for  Jl-Sbn.  If 
SB  could  get  two-thirds  of  that,  the  cash 
would  help  promote  Avandia,  its  forth- 
coming diabetes  drug,  and  feed  into  the 
research  and  development  budget.  PCS 
was  bought  by  drugs  retailer  Rite  Aid, 
extending  its  reach  into  wholesaling-  SB 
must  hope  that  Bite  Aid's  rivals,  includ- 


Delphi 

Big- is  beautiful,  or  so  consolidating  car 
parts  suppliers  would  have  us  believe. 
Delphi  Automotive  Systems,  which  is 
being  partially  spun  off  from  General 
Motors  today,  shows  it  can  be  anything 
but  Easily  the  largest  automotive  compo- 
nents group  in  the  world,  with  revenues 
of  $30bn,  it  is  also  one  of  the  least  effi- 
cient Underlying  operating  margins  were 
barely  4 per  cent  last  year,  the  workforce 
is  highly  unionised,  and  four-fifths  of 
sales  still  go  to  GM,  the  most  sluggish  of 
the  US  carmakers. 

Delphi’s  potential  depends  on  how  rap- 
idly it  can  cast  off  this  Insalubrious  heri- 
tage. Despite  60  plant  closures  in  six 
years,  there  are  more  costs  to  cut  and  the 


UK  monetary  policy 

Yesterday's  half-point  cut  In  UK  base 
interest  rates  to  5V4  per  cent  may  not  have 
been  needed  to  prevent  recession.  Most  of 
the  recent  evidence  suggests  a soft  rather 
than  a hard  landing.  But  the  cut  was  folly 
Justified.  After  all,  the  Bank  of  England's 
job  is  to  hit  an  inflation  target  And,  given 
deflationary  tendencies  around  the  world, 
it  risked  undershooting.  Put  another  way, 
the  rate  cut  looks  pretty  safe  from  an 
inflation  perspective. 

What  happens  next?  The  answer  partly 
depends  on  whether  monetary  policy  is 
now  tight  or  loose.  On  the  Bank's  view 
that  a neutral  level  of  rates  is  4tt-6K  per 
cent,  policy  Is  now  middling.  But  the  top 
of  that  range  never  looked  terribly  con- 
vincing: After  all,  10-year  band  yields  are 
only  4A  per  cent,  meaning  that  is  roughly 
what  the  market  expects  rates  to  average 
over  the  next  decade.  Admittedly,  bond 
yields  cannot  be  taken  as  a definitive 
measure  of  neutrality  today  - not  least 
because  of  expectations  that  the  UK  will 
eventually  join  the  euro-zone  with  its 
lower  rates.  Even  so,  a plausible  range  for 
neutrality  is  probably  454-5%  per  cent 

The  question  then  becomes  whether  pol- 
icy ought  at  this  stage  of  the  cycle  to  be 
neutral,  tight  or  loose.  With  growth  this 
year  expected  to  be  insipid  and  inflation 
under  control,  the  answer  seems  pretty 
dear.  The  Bank  may  well  decide  to  pause 
before  cutting  agaig  But  the  trend  in  I 
interest  rates  is  still  down. 
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FT  WEATHER  GUIDE 


Europe  today 

North-west  Europe  wQl  become 
colder  and  windier  with  a mixture 
of  sun  aid  showers.  The  showers 
will  be  frequent  in  the  Low 
Countries  where  winds  will  reach 
gala  force.  Much  of  Scandinavia 
and  eastern  Europe  win  have  snow 
showers  and  sunny  spells.  The 
western  Mediterranean  will  be  dry 
with  soma  strong  sunshine,  but 
there  wiB  be  a mix  of  sun  and 
showers  elsewhere  In  the 
Mediterranean,  tha  showers  heavy 
and  thundery  towards  Cyprus. 

Five-day  forecast 

Much  of  north-west  and  central 
Europe  will  remain  cold  throughout 
the  coming  week  with  sharp 
overnight  frosts  and  an  increasing 
risk  of  snow.  There  wil  be  further 
snow  In  Scandinavia  and  eastern 
Europe.  The  western 
Mediterranean  win  remain  showery 
with  localised  thundery  downpours. 
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TODAY'S  TOretATlfliES 


Stontion  at  midday.  Temperatures  madmum  tor  day.  Forecasts  by  WEATHEBCKNIBE 
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Commission  suffers  bad  ^ 
case  of  pre-exam  nerves 


management  is  promising  to  raise  mar- 
gins by  half  a percentage  point  annually. 
However,  revenues  will  not  grow  for  at 
least  two  years,  as  contract  wins  from 
other  car  producers  are  offset  by  a grad- 
ual decline  in  GM  business.  The  biggest 
medium-term  opportunity  may  lie  in, 
replacement  parts,  where  Delphi  sells 
only  gZbn  a year  into  a market  worth 
$168hn.  But  it  will  have  to  learn  market- 
ing and  branding  skills. 

The  pricing  takes  account  of  these  pros- 
pects, as  well  as  GM’s  continuing  82  per 
cent  stake.  At  61&5Q  a share,  the  initial 
public  offer  values  Delphi  at  just  over 
$3bn  or  barely  nine  times  forecast  1999 
pamhigs-  That  is  a 25  per  cent  discount  to 
a peer  group  including  ’nanal  Magna  and 
Lear  and  a lower  rating  than  GM  Itself. 
Even  so,  the  shares  hold  little  appeal. 


A re-run  test  for  civil  service  candidates  is  proving  a trial  for  Brussels 


By  Mchael  Smith  hi  Brussels 


Barely  has  an  examination  put  so 
much  pressure  on  the  examiner. 

Up  to  30,000  potential  eurocrats 
will  feel  the  strain  tomorrow  when 
they  sit  down  for  a competition 
which  wd  help  propel  a chosen  few 
into  the  civil  service  elite  of  the 
European  Commission. 

But  the  Commission  will  also  be 
sweating.  Tomorrow's  commas  for 
graduates  was  organised  at  a cost  of 
€lm  after  an  embarrassed  Commis- 
sion had  to  caned,  the  results  of  a 
September  test  because  question 
papers  were  leaked.  Some  candidates 
were  spotted  using  mobile  phones  in 
toilets;  others  complained  of  chaotic 
supervision. 

The  Commission  is  already  under 
threat  of  dismissal  by  the  European 
Parliament  over  lax  management  in 
other  areas.  A second  exam  failure 
would  main*  ft  a laughing  stock,  and 
it  is  taking  no  nhpnctW- 

Security  for  tomorrow's 
multiple-choice  competition,  the  first 
step  in  selecting  the  best  475  candi- 
dates, is  such  that  the  Commission 


has  entrusted  the  printing  of  ques- 
tion papers  to  a company  that  speci- 
alises in  printing  bank-notes  and 
bonds.  Access  to  the  papers  has  been 
severely  restricted  and  only  40  trans- 
lators will  be  used,  compared  with  80 
In  September.  The  Commission  has 
also  strengthened  competition  rules. 

Candidates  wlQ  be  allowed  to  take 
only  the  clothes  they  wear  - and.  in 
the  case  of  women,  handbags  - Into 
the  44  examination  halls  where  they 
will  be  tested  on  their  knowledge  of 
European  affairs,  a foreign  language, 
verbal  and  numerical  skills. 

As  In  September,  they  will  be  ban- 
ned from  taking  In  pieces  of  paper,  - 
magazines,  their  own  pens  and  - 
most  of  important  of  all  - mobile 
phones  and.  thfo  time,  the  rules  will 
be  strictly  enforced.  For  the  first 
time  calculators  will  be'  banned. 

“It  is  not  easy  for  invigilators  to 
tell  the  difference  between  calcula- 
tors and  sophisticated  computers 
with  access  to  the  internet,’*  said 
Ann  DHaen-Bertler,  competitions 
unit  head.  “We  have  developed  tests 
which  do  not  require  a calculator."  ■ 

Training  of  invigilators  has  been 


stepped  up  and  there  will -be  940  this 
time  - 50  per  cent  more  than  in 
September.  In  another  Innovation, 
Commission  director”  tiIII  be  present 
in  every  large  exam  haD  and  they 
have  been  given  powers  to  throw  oat 
: rule-breakers  on  the  spot 

September's  debacle  has.  also  con- 
tributed to  a debate  about  the  scale 
of  the  competition.  “I  cannot  see  an 
operation  of  .this  kind  being 
repeated, " said  Ms  DTiaen^ertler. 
Alternatives  - include  organising 
smaller,  more  frequent  competitions 
and  preselection  of  cpmfldntas  by 
computer. 

’ Tim  Commission  has  time to  delib- 
erate. The  475  candidates  It  selects 
wfU  satisfy  its  graduate  recruitment 
heeds  for  four  years,  although  com- 
petitions  will  continue  for 
such  as  accountants,  linguists  and 
veterinary  experts. 

- The  Commission's  immediate  task 
is  to  pass  tomorrow's  test  without  a , 
hitch.  And  If  it  foils?  Ms  D*Haen-Ber- 
tier  cut  short  the  question:  “It  wifi 
not  go  wrong.” 


Observer,  Page  17 


OECD  criticises  French  plan  to 
introduce  35-hour  working  week 


By  Robert  Graham  In  Parts 


The  Organisation  for  Economic 
Co-operation  and  Development 
(OECD)  has  antagonised  France's 
Socialist-led  government  by  sharply 
criticising  .its  flagship  policy  - the 
Introduction  of  a 85-hour  week. 

In  its  report  on  France,  published 
yesterday,  the  OECD  warns  that  the 
Jospin  government's  interventionist 
approach  to  reducing  the  working 
week  entails  “considerable  risks’* 
and  uncertain  prospects  for  job  cre- 
ation. 

The  report  is  the  OECD’s  first 
assessment  of  France's  economic 
policies  since  Lionel  Jospin  came  to 
power  in  June  1997. 

Government  officials  declined  to 
ncimmmt  on  the  report  whose  direct 
language  broke  with  the  normal 
politeness  reserved  by  the  OECD  for 
members  of  the  Group  of  Seven 
industrialised  nations,  and  particu- 
larly for  France,  where  the  organisa- 
tion has  its  headquarters. 


It  is  understood  the  negative 
remarks  on  the  35-hour  week  were 
the  subject  of  a tough  debate  inside 
the  OECD,  where  advocates  of  an 
interventionist  approach  to  the 
labour  market  lost  out  to  more  lib- 
eral economic  views.  The  majority 
argued  that  the  French  needed  to 
follow  more  closely  the  organisa- 
tion's own  market  oriented  employ- 
ment policy  ideas,  set  ont  in  its 
“Jobs  Strategy”  study. 

The  report  warns  that  the  move  to 
a shorter  working  week  risks  a sig- 
nificant increase  In  unit  labour 
costs.  OECD  simulations  of  the  job 
creation  potential  of  the  policy  ques- 
tion the  government’s  optimistic 
projections.  The  report  Insists 
employment  will  only  benefit  if  the 
policy  is  accompanied  by  wage 
restraint 

“To  establish  a virtuous  circle  of 
working  time  reduction  and  job  cre- 
ation without  any  marked  deteriora- 
tion In  competitiveness  and  public 
flnancgj,  substantial  scope  for  pro- 


ductivity gains  must  exist  and  be 
tapped,  and  the  social  partners  must 
agree  on  a marked  moderation  of 
wage  developments." 

Other  aspects  of  employment  pol- 
icy are  also  questioned.  Tha  report 
says  the  ambitious  youth  employ- 
ment scheme,  intended  to  cover  an 
eighth  of  those  aged  18-25  by  the 
year  2000,  will  swell  an  “already 
over-sized  public  sector".  And  it 
- notes  how  few  of  the  OECD's  previ- 
ous recommendations  on  labour  flex- 
ibility and  reducing  employment 
costs  have  been  adopted. 

On  broader  economic  issues  the 
report  notes  “a  sharp  Improvement 
in  France's  macroeconomic  perfor- 
mance since  the  last  survey".  I 

The  OECD  estimates  growth  will 
reach  2.4  per  cent  this  year,  against 
the  government's  projection . of  2.7 
per  cent,  but  warns  that  supporting 
growth  with  public  spending  leaves 
little  room  for  "automatic  stabilisers 
or  discretionary  measures  to  af&et 
ft"  in  the  event  of  a slowdown. 
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Battle  on  for  $5bn  aspirin  market 

raroe  la  about  to  commence  over  the  potential 
55bn  market  for  a new  class  of  drug  that 
appears  to  have  ended  the  60-year  search  for  a 
safe  aspirin.  Monsanto,  the  US  Hfe  science 
«Jmpany,  has  launched  Celebrex,  which  com- 
bats arthritic  pain  and  Inflammation  without 
causing  the  stomach  ulcers  often  associated 
with  aspirin  and  Ebuprofen.  But  Merck,  the 
world’s  biggest  dregs  company,  will  launch  a 
similar  product,  Vloxx,  within  months.  Page  20 

BMW  fights  to  stay  independent 

Amid  the  frenzy  of  media  speculation  that  Bemd 
PBchetsrieder’s  days  as  BMW  chairman  may  be 
numbered,  a broader  question  was  looming: 
can  the  Bavarian  carmaker  cling  to  Ks  indepen- 
dence in  the  face  of  the  wave  of  consoGdation 
sweeping  the  Industry?  Page  18 

Seoul  braced  for  volatile  year 

After  being  the  world’s 

'Korea ^Mapot^'- — -a : J'  best  performing  bourse 


Bond  issues  follow  Real  stability 


Korea  Gotwos^*  - -i ' best  performing  bourse 

: m dol!ar  terms  last 

-fr.s:  si,  j year.  SeouPs  stock 

: mar*te^  has  tumbled 

JV  ; 15.7  per  cent  from  its 

” T'»:  mid-January  high.  The 

^ Tp — ; recent  surge  was 

mr  VflpY  r driven  by  the  govern- 
or '-:u  ment  easing  monetary 

? 4SH1  reflate  the  economy. 

T'W'Sli.w.  W'.jj-..-!  The  riquidity-driven 

market  has  provoked  worries  that  the  rise  in 
shares  amounts  to  a bubble  inflated  by  aggres- 
sive cuts  In  Interest  rates.  A more  benign  view 
is  that  thB  market  also  reflects  a strengthening 
of  Korea’s  economic  fundamentals.  Page  38 

Norway  oil  sector  overruns  budgets 

Norway’s  offshore  oil  and  gas  investments 
almost  consistently  overran  their  budgets  from 
1994  to  1996,  in  spite  of  the  industry's  goal  to 
halve  its  costs  in  that  period,  a government- 
commissioned  report  says.  Page  28 


Shares  in  Tokyo  stretched  their  losing  streak  to 
four  sessions,  sending  the  Nikkei  225  average 
below  14,000  for  tee  first  time  in  more  than  two 
weeks  as  Investors  watched  the  recent  rise  In 
Interest  rates  with  concern.  Page  38 

Colombia  to  bail  out  plantations 

Colombia  and  the  country’s  coffee  authorities 
have  announced  a financial  package  for  grow- 
ers whose  plantations  suffered  infrastructure 
damages  after  the  country's  worst  earthquake 
In  100  years.  Page  28 

CME  to  offer  weather  derivatives 

The  Chicago  Mercantile  Exchange  plans  to  offer 
derivatives  based  on  the  weather  to  comple- 
ment the  growing  over-the-counter  market  The 
futures  and  options,  which  are  related  to  aver- 
age temperature  levels,  enable  companies  to 
hedge  against  unexpected  movements  In  tem- 
perature. Page  26 
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By  Edward  Luce  and 
names!  Merchant 

Mexico  and  Argentina 
yesterday  took  advantage  of 
the  stabilisation  of  the  BrazS- 
ian  Real  to  issue  sovereign 
bonds  on  the  international 
markets. 

The  offerings  - the  first 
from  any  Latin  American  gov- 
ernment since  Brazil  floated 
the  Beal  last  month  and 
Mexico’s  first  since  before  the 
Russian  debt  crisis  last  August 
- will  be  closely  watched  for 
signs  of  renewed  investor 
appetite  for  risk. 

“Investors  seem  to  tie  differ- 
entiating between  good  and 
bad  emerging  market  credits,” 
said  Nicholas  Cournoyer,  man- 
aging director  of  Montpelier 
Asset  Manflp*fl’M*n*l  an  emerg- 


Assets 
shock  for 
Ionian 
Bank 
suitors 

By  Clay  Harts  in  Loudon 


Potential  bidders  for  Greece’s 
Ionian  Bank  were  shocked  yes- 
terday to  team  that  20  per  cent 
of  its  assets  and  two-thirds  of 
its  corporate  deposits  were 
accounted  for  by  a single  back- 
to-back  transaction  through  its 
London  branch. 

Another  large  Greek  hank, 
which  has  not  been  identified, , 
deposited  DrS50bn  (flJMbn)  of 
Its  mutual  fund  customers’ 
money  under  its  own  name  in  : 
Iordan’s  London  branch. 

The  money  was  then  lent 
back  to  the  original  depositor, 
with  the  effect  of  artificially 
inflating  both  Ionian’s  loans 
and  deposits. 

The  new  information,  sup- 
plied to  bidders  only  four  days 
before  they  were  due  to  submit 
offers  for  a 51  per  emit  stake  in 
the  statfrcontroDed  bank,  was 
described  by  one  investment 
banker  as  “nothing  less  than  a 
bombshell”. 

He  said  It  raised  questions 
about  the  corporate  franchise 
of  Ionian,  which  appeared  to 
have  weathered  well  a six- 
week  strike  last  summer.  It 
now  appeared,  however,  that 
Ionian  had  lost  much  more  of 
its  deposit  base  than  previ- 
ously thought 
Hie  effect  was  to  reduce 
Ionian’s  apparent  share  of  the 
Greek  market  from  8 per  cent 
to  about  88  per  cent  he  said. 

J.P.  Morgan,  adviser  to  state- 
owned  Commercial  Bank  of 
Greece,  which  is  selling  most 
of  its  58  per  cent  stake  in 
Ionian,  confirmed  yesterday 
there  bad  been  a “change  in  a 
customer  relationship”  at 
Ionian. 

It  said:  “Bidders  will  have  to 
take  their  own  view  about  the 
significance  of  this." 

The  US  investment  bank 
suggested,  however,  that 
potential  buyers  were  likely  to 
focus  on  Ionian’s  presence  in 
the  Greek  market  rather  than 
on  one  interbank  relationship, 
which  had  accounted  for  prof- 
its of  only  about  £lm  ($l-64m). 

The  fact  of  one  large  rela- 
tionship, although  not  its  size, 
had  been  known  to  potential 
bidders  for  months. 

JJ>.  Morgan  made  the  latest 
disclosure  in  a confidential 
information  memorandum 
seat  to  potential  bidders. 

It  has  not,  however,  been 
released  to  the  Athens  stock 
market,  where  Ionian  shares 
have  soared  on  expectations  of 
a successful  sale  after  bidding 
closes  on  Monday. 

A previous  effort  to  sell  the 
51  per  cent  stake  through  a 
tender  offer  was  cancelled  last 
summer  when  the  only  bidder, 
Eurobank,  submitted  a tender 
not  much  over  half  the  market 
price  at  the  time. 

After  that  failure,  JJ*.  Mor- 
gan was  brought  in  as  an 
adviser. 

After  losing  more  than  half 
their  value  following  the  fail- 
ure of  the  tender  and  the  Rus- 
sian crisis,  Ionian's  shares 
have  recovered  to  close  to 
their  DrlS&O  peak  reached  in 
July  last  year.  Yesterday  they 
finished  VrtSO  higher  at 
DriBJKJp. 

Potential  Greek  bidders  for 
the  Ionian  stake  include  Euro- 
bank. in  association  with  Ergo- 
bank  in  which  it  has  a 20  per 
cant  stake,  Alpha  Credit  Bank 
aad  Piraeus  Bank. 

JJ*  Morgan  said  it  was  also 

expecting  interest  from  foreign 

banks. 


Mexico  and  Argentina  will  test  appetite  for  risk 


ing  market  investor.  He  added: 
“This  Is  good  news  for  coun- 
tries like  South  Korea,  Croatia 
and  Argentina  but  bad  news 
for  countries  Hke  Brazil  and 
Indonesia.” 

In  addition,  Turkey  is  plan- 
ning to  launch  its  first  euro-de- 
nommated  bond  in  -the  next 
two  weeks  in.  an  offering  of  up 
to  €lbn.  ($U3bn) 

Bankers  said  that  yester- 
day’s fibn  offering  from 
Mexico  was  well  received  by 
the  large  US  investors,  most  of 
whom  see  the  Mexican  econ- 
omy as  having  “decoupled” 
from  Brazil.  “The  market  is 
happy  about  strong  US  growth 
figures  and  this  is  seen  as  good 
for  the  Mexican  economy 


because  it  is  so  dose  to  the 
US,"  said  one  banker. 

The  bond,  likely  to  come  at  a 
spread  of  490  basis  points  over 
the  US  Treasury  benchmark 
bond,  includes  warrants  which 
give  the  investor  the  right  to 
convert  Brady  bond  holdings 
into  Mexican  eurobonds.  Brady 

bonds  are  defaulted  commer- 
cial loans  floated  as  bonds  and 
backed  up  by  the  collateral  of 
US  Treasuries.  “The  warrants 
are  an  extra  incentive  for  the 
investor  to  buy  into  this  debt,” 
said  one  trader. 

US  emerging  market  funds 
are  thought  to  be  keen  tore-in- 
vest In  safer  emerging  market 
bond  issues,  having  kept  a 
high  proportion  of  their  hold- 


ings in  cash  in  the  last  few 
months.  US  and  European 
investors  are  constrained  by 
the  historically  low  yields  on 
western  government  bonds 
and  other  securities.  “It  is  a 
trade-off  for  investors  between 
their  fear  of  risk  and  search 
for  yield  and  at  the  moment 
the  latter  is  getting  the  upper 
hand,”  said  one  analyst 
Argentina's  €350m  bond  was 
targeted  at  European  retail 
investors  and  will  be  compara- 
ble with  previous  D-Mark,  lira 
and  Dutch  guilder-denomi- 
nated bonds  of  the  same  matu- 
rity. The  bond,  which  came  at 
a coupon  of  over  ID  per  cent, 
steps  down  to  a lower  coupon 
next  year.  Once  all  four 


tranches  have  been  converted 
into  the  same  bond  it  will  be 
worth  €l-5bn  - the  largest  vol- 
ume emerging  market  bond  in 
the  single  currency. 

Turkey's  bond  comes  partly 
as  an  escape  from  high  inter- 
est rates  in  its  domestic  mar- 
ket Earlier  this  week  It  issued 
$i.85bn  worth  of  domestic 
Treasury  bonds  at  a yield  of 
130  per  cent  Its  five-year  euro- 
bond is  expected  to  offer  a 
yield  of  around  10  per  cent 

“Today’s  announcements  (of 
prospective  bonds  issues)  are 
just  a straw  in  the  wind.  If 
they  do  well  it  would  indicate 
a return  of  better  emerging 
market  sentiment  But  the 
deeper  problems  are  still  unre- 
solved,” said  one  banker 


World  Bond  Markets,  Pago  26 


Pepsi  scores  over  Coke  in  $55m 
Chinese  soccer  sponsorship  deal 


Soft  drinks  giant 
targets  400m 
avid  supporters 


By  James  Kjnge  m 


Pepsi  has  beaten  Coca-Cola  for 
the  top  advertising  deal  in  the 
world’s  most  populous  market, 
winning  the  right  to  sponsor 
China's  soccer  league  for  five 
years. 

A Chinese  Football  Associa- 
tion official  said  yesterday  that 
Pepsi's  hid  of  Rmb90m  (film) 
a year  had  been  accepted  after 
a fierce  bidding  battle  with 
Coke.  The  annual  sponsorship 
price  may  be  renegotiated  each 
year,  said  one  ofEciaL 

Pepsi  which  lags  far  behind 
Coke  in  Chinese  sales,  bought 
the  right  to  call  the  league 
after  its  product,  known  as 
baisMkele  in  Chinese.  Pepsi 
may  also  place  advertising 
boards  around  club  grounds. 

The  impact  of  the  deal  can- 
not be  underestimated  in  an 
increasingly  brand-conscious 
country.  According  to  one  CFA 
official,  there  are  400m  soccer 
fans  in  China,  many  of  wham 
tune  In  to  regular  televised 
matches  and  read  copious 
newspaper  coverage. 

Television  commentators  are 
in  the  habit  of  mentioning  the 
name  of  the  soccer  league  sev- 
eral timM  during  a nptrii,  and 
print  journalists  include  it  in 
their  reports. 

It  is  generally  accepted  that 
much  of  the  popularity  of 
Marlboro  cigarettes  in  China 
derives  from  Philip  Morris’s 


Red  China:  Former  Manchester  United  star  Sir  Bobby  Chariton  passing  on  Ms  afcBs  at  a BoQIng  soccer  dirie 


sponsorship  of  what  has  been 
called  the  Marlboro  League  for 
the  past  five  years.  Philip 
Morris  agreed  in  1994  to  pay 
$l_2m  a year  with  an  annual 
increase  of  5 per  cent  for  its 
league  sponsorship,  a CFA  offi- 
cial said, 

Ericsson,  the  Swedish  tele- 
communications equipment, 
manufacturer,  was  expec- 


ted to  win  a related  Chinese 
soccer  advertising  deal  but  the 
details  were  not  clear,  said  a 
CFA  official.  Ericsson  in  Ubinq 
said  the  company  was  “very 
interested”  in  securing  a soc- 
cer sponsorship  slot,  but 
declined  to  provide  further 
Information.  China  last  year 
became  the  second  biggest 
world  market  for  mobile  tele- 


phony equipment,  after  the 
US. 

Despite  Pepsi’s  soccer  spon- 
sorship victory,  Coca-Cola  has 
not  been  completely  eclipsed. 
This  week  it  unveiled  the 
country’s  largest  advertise- 
ment on  a 26-storey  buflding  in 
Shanghai,  depicting  four  pic- 
tures of  Coke  bottles  covering 
8£00  sq  meters. 


NY  state 
to  probe 
internet 
brokers 

By  John  Labato  In  How  York 


Eliot  Spltzer,  newly-elected 
New  York  state  attorney-gen- 
era]. has  launched  an  Investi- 
gation Into  online  trading 
groups  following  a significant 
rise  in  ftwsrrmpr  complaints. 

He  made  his  announcement 
as  E*Trade,  the  popular  inter- 
net-based stock  trader,  con- 
firmed that  a software  problem 
had  caused  a second  consecu- 
tive day  of  problems,  leaving 
many  customers  unable  to 
trade  on  its  online  and  auto- 
mated telephone  systems. 

On  Wednesday,  the  company 
said  a similar  “outage"  had 
occurred  for  IVi  hours  during 
the  morning  due  to  a software 
upgrade. 

Regulators  have  been  slow 
to  respond  to  rising  complaints 
against  online  trading  firms. 
Arthur  Levitt,  chairman  of  the 
Securities  and  Exchange  Com- 
mission, expressed  concern 
recently  about  online  trading 
in  internet  stocks,  but  no 
action  has  been  taken. 

Mr  Spitzer,  whose  responsi- 
bilities include  consumer  pro- 
tection, is  asking  companies  to 
volunteer  Information  on  proj- 
ected growth  estimates  and 
details  about  Handling  transac- 
tions before  deciding  what 
action  - if  any  - to  take. 

“The  public  knows  that 
there  are  always  risks 
involved  in  investing  in  the 
stock  market,”  he  said.  “But 
part  of  the  risk  should  not 
include  questions  about 
whether  trades  will  be  exe- 
cuted promptly,  or  whether 
online  brokerage  firms  can 
deliver  on  the  services  that 
they’ve  promised." 

E*Trade’s  troubles  come 
within  weeks  of  similar  sys- 
tem-wide outages  at  two  of  its 
larger  competitors,  Charles 
Schwab  and  Waterhouse  Secu- 
rities. Schwab  and  Waterhouse 
were  forced  to  take  their  trad- 
ing systems  down  for  approxi- 
mately onehour  periods  due  to 
heavy  trading  in  internet 
stocks.  Both  companies  have 
raised  customer  margin 
requirements  for  some  stocks 
to  cool  the  market 

According  to  CS  First 
Boston,  average  daily  trading 
volumes  for  online  brokers 
rose  34  per  cent  In  the  fourth 
quarter  of  1998  from  the  previ- 
ous quarter.  Online  trading 
now  accounts  for  one  of  every 
seven  equity  trades. 

The  sector  has  come  under 
fire  for  its  Inability  to  supply 
sufficient  technology  to  meet 
consumer  demand. 


ABB  to  simplify 
share  structure 


By  WBSam  HaS  la  Zurich 
and  Tim  Burt  hi  Stockholm 

ABB,  the  international 
engineering  and  technology 
group,  Is  to  simplify  its  struc- 
ture by  replacing  four  different 
types  of  securities  with  a sto- 
gie .share  which  will  dear  the 
way  for  as  eventual  fun  US 
stock  exchange  lifting 

Gflran  Lindahl,  ABB’s  chief 
executive,  said  the  degiyitm  to 
introduce  one  share  with  the 
same  par  value  and  voting 
rights,  and  replace  the  three 
holding  company  boards  with 
just  one.  marked  the  “final 
step  in  folly  integrating  ABB”, 
following  the  1988  merger  of 
Asea  of  Sweden  and  Brown 
Boveri  of  Switzerland. 

ABB’s  announcement  to 
modernise  its  share  structure 
came  with  the  release  of  the 
group’s  1998  results  which  saw 
an  11  per  cent  rise  in  net 
income,  to  $L3hn.  ABB's  prob- 
Isnatic  power  generation  busi- 
ness nearly  tripled  Its  contri- 
bution and  all  but  one  of  the 
group’s  seven  divisions  posted 
higher  earnings. 

The  delay  in  simplifying 
ABB’s  share  structure  had 
become  embarrassing  for  the 
company  and  had  begun  to 
cast  a shadow  over  ABB's 
claim  to  have  consummated 
one  erf  the  world’s  most  suc- 
cessful cross-border  mergers. 

ABB  had  moved  decisively 
towards  its  goal  of  becoming  a 
“faster,  'more  knowledge  and 
service-based  global  company", 
said  Mr  Lindahl.  It  had 
acquired  several  companies,  of 
which  the  biggest  was  Elsag 
Bailey,  - and  increased  net 
income  margins  from  3-8  par 
cent  to  ±2  per  cent 

ABB’S  inflow  of  new  enters 
In  1998  slipped  to  SFrSlJiba 
($22Bbn)  and  Mr  Lindahl 


admitted  that  his  target  of  ach- 
ieving $50bn  of  new  orders  by 
2001  was  obsolete  because  of 
the  more  rhatipnging  business 
environment  and  changing 
business  profile  of  ABB.  How- 
ever, ABB  remained  commit- 
ted to  achieving  average 
annual  growth  of  at  least  6 per 
cent  and  increasing  its  net 
income  margin  from  4.2  per 
cent,  to  between  6 per  cent  and 
7 per  cent  by  200L 

Almost  all  ABB’s  interna- 
tional rivals  have  modernised 
their  share  structures  and 
ABB's  efforts  to  follow  suit 
have  been  thwarted  until  now 
by  the  conflicting  clwlmw  of  thg 
company's  biggest  sharehold- 
ers, Sweden’s  Wallenberg  fam- 
ily and  Switzerland’s  Schmi- 
dhetuy  family. 

One  banker  dose  to  ABB 
noted  that  Martin  Ebner,  a 
Swiss  investor  who  had 
invested  heavily  in  both  ABB’s 
Swiss  and  Swedish  parent 
companies,  had  probably 
forced  ABB  to  simplify  its 
share  structure.  The  decision 
to  put  Mr  Ebner  on  the  ABB 
board,  along  with  Jacob  Wal- 
lenberg, son  of  family  patri- 
arch Peter  Wallenberg, 
suggested  that  the  major 
shareholders  have  demanded 
increased  representation  in 
return  for  giving  up  their 
rights. 

Simon  Marsh  all-Lockyer  of 
BT  Alas  Brown  in  Zurich,  said 
that  Mr  Unflnhl  was  a worthy 
successor  to  Percy  Barnevik, 
who  had  put  together  the  1988 
merger  of  Sweden's  Asea  and 
Switzerland's  Brown  Boveri, 
and  .remains  chair"13*1  The 
move  to  a rfngip  share  was  the 
"final  step  in  putting  the  past 
behind  It",  said  Mr  Marsball- 
Lockyer. 
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AUTOMqTIVE_INDUSTRYj:HAIRMAN  PISCHETSRIEDER  UNDER  FIRE  FORTROUBLES  AT  ROVER ' 

BMW  board  set  to  decide  chief’s  future 


By  Haig  $monIan  and  Uta 
HamlischfBgar  In  Frankfurt 

BMW.  the  German  carmaker 
that  owns  UK-based  Rover, 
today  convenes  a crucial 
board  meeting  which  Is 
expected  to  settle  the  fete  of 
Bernd  PLschetsrleder,  chair- 
man, amid  intense  specula- 
tion that  he  may  be  removed 
to  take  the  blame  for  BMW's 
ill-feted  purchase  of  Rover. 

But  despite  a flurry  of 
media  speculation  that  Mr 
Pischetsrieder  will  go,  it 
appeared  that  the  board 


would  give  him  its  harking. 
Yesterday.  BMW  dismissed 
the  talk  as  ‘'speculation"  but 
appeared  to  leave  the  issue 
open  when  It  said  that  per- 
sonnel matters  could  be  on 
the  agenda. 

German  business  execu- 
tives said  Mr  Pischetsrieder 
appeared  relaxed  at  a meet- 
ing of  BMW's  top  managers 
in  Munich  to  discuss  the 
functional  changes  yester- 
day. There  was  absolutely  no 
indication  anything  was 
afoot,  said  one  participant: 
“It  was  totally  normal". 


The  supervisory  board 
meeting,  also  to  take  place 
in  Munich,  has  been  called 
to  assess  the  German  car- 
maker's strategy  at  Rover. 
Speculation  mounted  this 
week  that  the  1994  Rover 
acquisition,  masterminded 
by  Mr  Pischetsrieder,  . could 
be  his  downfall,  despite 
expressions  of  support  from 
the  Quandt  family,  which 
controls  45.6  per  cent  of 
BMW’s  stock. 

Rover  is  expected  to  lose 
up  to  DMlbn  f€5Um.  $580m) 
in  1998,  based  on  BMW's  con- 


servative accounting  stan- 
dards, because  of  falling 
sales,  restructuring  costs 
and  the  strength  of  sterling. 

Rover's  problems  have 
overshadowed  BMW’s  own 
sales  success  in  1998  and  led 
to  a warning  from  the  com- 
pany to  shareholders  last 
week  that  profits  this  year 
would  not  match  the 
DM1.35bn  made  In  1997. 

The  Quandt  family  has  the 
power  to  tip  the  scales  in 
crucial  meetings  such  as 
today's.  In  January,  the 
Quandt  family  flatly  rejected 


speculation  that  they  may 
look  to  take  their  money 
elsewhere. 

Analysts  say  they  doubt 
Mr  Pischetsrieder  will  go  at 
this  stage.  KJaus-JOrgen 
Melzner,  head  car  analyst  at 
Deutsche  Rank  in  Frankfurt, 
expected  BMW  to  give  him 
another  six  months  to  pull 
Rover  out  of  its  worst  trou- 
ble. 

Then,  he  said,  there  may 
be  only  two  solutions:  either 
sell  the  whole  concern  or  try 
to  find  a partner  that  could 
extract  some  synergies  from 


End  of  the  road 
for  independence? 

Consolidation  is  rapidly  becoming  the 
name  of  the  game,  writes  Haig  Simonian 

Amid  yesterday’s  frenzy  now  BMW's  supervisory 
of  media  speculation  board  chairman,  he  argued 
that  Bernd  Plschetsried-  there  were  limits  to  how  far 


using  Rover’s  platform, 

Georg  Stttrzer.  senior  car 
analyst  at  Bayerische 
HypoVereinsbank,  said:  “If 
someone  like  Jurgen 
Schrempp  [DaimlerChrysler 
chairman]  came  in.  he  would 
just  get  rid  of  it  an." 

Speculation  about  Mr  Pis- 
chetsrieder's  removal  trig- 
gered a surge  in  BWM 
shares  yesterday  to  €693.50 
at  one  point  before  closing 
€40  or  85  per  cent  higher  at 
€660. 

See  Observer 


Car  manufacturers 
Yfortd  market  share  pt} 
Mercedes  Ban 


Amid  yesterday’s  frenzy 
of  media  speculation 
that  Bernd  Plschetsried- 
er's  days  as  BMW  chairman 
may  be  numbered,  a broader 
question  was  looming:  can 
the  Bavarian  carmaker  cling 
to  its  independence  while 
many  of  its  rivals  are 
merging? 

Three  years  ago,  BMW  was 
revered  as  one  of  the  world’s 
most  successful  carmakers. 
It  was  a case  study  of  out- 
standing engineering,  canny 
marketing  and  brand  man- 
agement Rivals  admired  the 
skill  with  which  BMW  bad 
made  itself  synonymous 
with  upmarket  sports 
saloons.  Marketing  people 
from  well  beyond  the  motor 
industry  lauded  its  skills  in 
positioning  Its  premium 
products  as  “The  Ultimate 
Driving  Machine”. 

Jt.  was  just  as  BMW  was 
reaching  the  crest  of  that 
wave  that  Mr  Pischetsrieder 
bought  Rover,  mastermind- 
ing the  £800m  acquisition 
from  British  Aerospace  in 
what  was  one  of  the  baldest 
moves  in  the  motor  industry 
at  the  time  and  an  extraordi- 
nary step  for  the  conserva- 
tive German  carmaker. 

Backed  by  Eberhard  von 
KQnheim,  his  predecessor  on 
thg  management  board  and 


now  BMW's  supervisory 
board  chairman,  he  argued 
there  were  limits  to  how  far 
BMW  could  grow  with  its 
one  prestige  brand.  Adding 
the  UK  carmaker,  best 
known  for  the  Land  Rover 
off- road  marque  but  also 
boasting  others  such  as  MG 
and  Mini,  would  bring  com- 
plementary skills. 

That  was  because  Rover 
specialised  in  small  front- 
wheel  drive  vehicles,  com- 
pared with  BMW’s  larger, 
rear-wheel  drive  products. 
Also,  it  offered  additional 
market  share  in  various 
countries,  notably  the  UK. 
But  Rover  turned  out  to  be 
much  more  of  a handful 
than  anyone  at  BMW  expec- 
ted. Technology,  manufac- 
turing skills  and  productiv- 
ity were  all  below  par, 
despite  years  of  close 
co-operation  with  Honda. 
More  acutely,  the  strength  of 
sterling  in  the  past  two 
years  put  immense  pressure 
on  the  company’s  already 
poor  profitability.  UK  sales 
nosedived  as  continental 
European  carmakers  used 
their  wider  currency- 
enhanced  margins  to  buy 
market  share.  . . 

But  Rover  is  only  one  of 
the  issues  facing  BMW.  Crit- 
ics have  attacked  the  group's 


Saunas  MSI  Battuta  Sad*  OnMnW 


conservatism  at  a time  of 
unprecedented  change  in  the 
motor  industry. 

On  the  product  front,  it 
has  stuck  to  Its  core  sports 
saloons,  with  only  limited 
diversification  into  other 
niches,  such  as  convertibles. 
That  may  be  justifiable  in 
business  terms:  BMW’s 
emphasis  on  its  “core  val- 
ues" has  not  hurt  the  bottom 

line,  with  mnHnnlnp  strong 

demand  for  its  3,  5 and  7 
series  saloons.  ‘ / 

However,  its  apparent 
inflexibility  has  come  at 
a time  when  competi-1 
tors  have  ventured  success? 
fully  on  to  new  ground. 
Volkswagen's  upmarket 
Audi  brand  has  shown  dar- 
ing and  determination  in 


challenging  BMW's  tradi- 
tional territory. 

Mercedes-Benz.  BMW's 
arch  rival,  has  also  branched 
out  to  break  away  from  its 
staid  image  and  ageing,  cus- 
tomer base.  Even  allowing 
for  slips,  such  as  the  trou- 
bled tests  of  the  A Class  min- 
icar that  had  to  be  expen- 
sively redesigned, 
diversification  has  brought 


car  companies  to  re-assess 
their  previous  assumptions 
about  optimum  size  and 
economies  of  scale.  The 
DaixnlerChrysler  deal  has 
left  smaller,  specialist  car- 
makers  looking  vulnerable. 
Volvo,  whose  car  subsidiary 
bunt  almost  400,000  vehicles 
last  year,  drew  the  appropri- 
ate conclusions  last  month 
by  selling  its  car  operations 


^-Mercedes-Benz  withJjv*a^^«#rord-  for  $6-,45bn.  For 
reach  of  its -target  to  sen  im-'  'many  analysts;  BMW^  which 


• cars  a year  by  2000. 

But  it  is  the  Daimler-Benz 
parent  company  that  has 
really  put  the  pressure  on 
BMW.  Its  takeover  last  year 
of  Chrysler  of  the  US 
prompted  a step  change  for 
the  entire,  motor  industry. 

The  creation  of  Daimler- 
- Chrysler  has  forced  other 


made  about  700,000  cars  last 
year,  excluding  almost 
490,000  at  Rover,  looked  next 
in  line. 

Mr  Pischetsrieder  and 
Wolfgang  Reitzle,  the 
group’s  head  of  product 
development,  have  empha- 
sised BMW’s  ability  and 
determination  to  remain 


independent  “We  have  the 
critical  mass  in  all  important 
areas  in  our  business,”  said 
Mr  Reitzle  at  the  Detroit 
motor  show  last  month. 

Whoever  runs  the  group, 
that  view  may  have  to  be 
re-assessed. 

In  the  short  term,  BMW 
will  continue  to  be  overshad- 
owed by  Rover,  which  has 
now  lost  all  sight  of  its 
target  to  break  even  by  next 
year. 

Longer  term,  however, 
BMW’s  bosses  will  also  have 
to  bend  their  minds  to  the 
strategic  issue  of  whether 
their  group  really  is  the 
right  size  to  survive  and 
flourish  in  an  industry 
where  consolidation  has 
become  the  name  of  the 


Future  uncertain  for  Rover’s  Longbridge  plant 


By  Juliette  Juwit 

Unions  and  industry  experts 
yesterday  expressed  their 
concern  over  the  fate  or 
Bernd  Pischetsrieder.  BMW 
chairman,  warning  that  his 
removal  would  jeopardise 
the  future  of  Rover’s  biggest 
factory  in  the  UK. 

Although  many  observers 
expect  BMW  to  reiterate  its 
faith  in  Mr  Pischetsrieder, 
there  are  strong  fears  that 
he  may  be  removed  at 
today's  BMW  board  meeting. 


The  leading  contender  to 
replace  him  appears  to  be 
Wolfgang  Reitzle,  who  has 
led  the  growing  opposition 
to  Rover  on  the  BMW  board. 

Unions  warned  that  Herr 
Reitzle  favoured  dosing  the 
Birmingham  factory,  which 
employs  14,000  workers,  and 
keep  only  the  Oxford  plant 
to  produce  the  Mini  and 
Rover  75,  and  Land  Rover  at 
SolihulL 

He  is  also  seen  as  unlikely 
to  back  Mr  Pischetsrieder’s 
plans  for  a £3 00m  <S491m) 


investment  at  Longbridge  in 
Birmingham  to  build  a 
replacement  for  the  200  and 
400  series,  they  said. 

Tony  Woodley,  chief  nego- 
tiator with  the  T&GWU, 
said:  “I’m  very  concerned 
because  it’s  a well  known 
feet  that  the  one  major  sup- 
portive person  on  that  board 
is  Mr  Pischetsrieder.” 

BMW  said  yesterday  that 
personnel  issues  could  be 
discussed  at  the  meeting, 
but  described  talk  of  Mr  Pis- 
chetsrieder’s  fate  as  “specu- 


lation''. A further  announce- 
ment will  be  made  this  after- 
noon. 

The  latest  blow  for  the 
14,000  Longbridge  workers 
comes  just  two  months  after 
they  agreed  to  2,500  job 
losses  and  new  flexible 
working  hours,  in  exchange 
Tor  long-term  job  guaran- 
tees. 

The  company  blamed  the 
high  pound  and  inefficien- 
cies at  the  outdated  Long- 
bridge plant  for  losses  esti- 
mated at  up  to  £500m  last 


year,  but  promised  to  invest 
in  new  models  to  guarantee 
future  employment 
Mr  Woodley  said  he  would 
be  "demanding"  BMW  hon- 
our the  agreement,  which 
was  ratified  by  the  whole 
board. 

Yesterday  workers  leaving 
the  factory  were  angry  they 
had  found  out  through  the 
media  and  uncertain  about 
the  future. 

. “If  Pischatsrieder  did  go  it 
' would  be  very  serious;  I 
think,  it's  more  serious  now 


than  it  was  a couple  of 
months  ago,"  said  Charles 
Walton,  a driver  and  shop 
steward. 

Sue  Battle,  chief  executive 
of  the  Birmingham  Chamber 
of  Commerce,  warned:  “It’s 
not  just  very  serious  for 
the  people  of  Longbridge, 
but  for  the  whole  economy 
of  the  West  Midlands 
because . . . there  are  so 
many  other  jobs  in  the  sup- 
ply industry  that  are  depen- 
dent on  contracts  with 
Rover." 


SCONTINVEST  BOND  FUND 

Luxembourg  Multiple  Compartment  Collective  Investment  Fond 
Management  Company:  Scon  tin  vest  Bond  Fond  Management 
Company  SA 

18,  Boulevard  Royal*  L-2449  Luxembourg 
INFORMATION  TO  THE  UNITHOLDERS  - ■ 

Deosiom  or  the  bqabp  of  pocectors  of  the  management  comhuvy 

On  January  19, 1999.  the  Board  of  Directors  of  Scontinvest  Bond 
Raid  Management  Company  S A.  as  management  company  of  tbe 
fund  'Scontinvest  Bond  Fund'  decided  to  close,  with  effect  as  at 
March  10*  1999,  the  sub-funds  SCONTINVEST  BOND  FUND  - 
MULTI  HEDGED  DEUTSCHE  MARK  and  SCONTINVEST 
BOND  FUND  - MULTI  HEDGED  SHORTTERM  DEM  as  a result 
of  the  contribution  nf  their  assets  to  the  sub-funds  SCONTINVEST 
BOND  FUND  - MULTI  HEDGED  FRENCH  FRANC  and 
SCONTINVEST  BOND  FUND  - MULTI  HEDGED  SHORT 
TERM  FRF  and  to  redenominate  these  sub-funds  in 
SCONTINVEST  BOND  FUND  - MULTI  HEDGED  EURO  and 
SCONTINVEST  BOND  FUND  - MULTI  HEDGED  SHORT 
TERM  EURO. 

The  Unitholders  who  disagree  with  die  proposed  comribmlofl  can. 
within  one  month,  request  die  redemption  of  their  units  in  compliance 
with  the  terms  of  the  prospectus. 

NEW  MANAGEMENT  REGULATIONS  DATED  JANUARY,  1999 
U results  from  tbe  decision  dated  January  19, 1999,  between 
Scontinvest  Bond  Fund  Management  Company  SA..  as  Management 
Company  of  the  fund  'Scontinvest  Bond  Fund-  and  Discount  Bank 
S.A..  as  Depository  Bank  of  the  fund  above,  that  the  updated  . 
Management  Regulations  dated  January  19, 1999,  have  been  issued 
and  signed  to  book  the  modifications  of  form  and  content  made  to  the 
articles  1.7, 15  and  17  of  the  Monaeement  Regulations  dated 
December  13. 1995. 

These  modifications  of  form  or  content  are  mainly  related  to  the 
definition  of  the  code  used  for  currencies,  the  issue  of  bearer 
certificates  and  the  details  of  the  publication  of  notices. 

The  new-  Management  Regulations  will  be  deposited  with  the 

‘Regjgre  de  commerce  et  des  soci&&'  of  Luxembourg. 

NEW  SALES  PROSPECTUS  DATED  MARCH  1999 
ft  results  from  the  decision  of  the  Board  or  Directors  of  Scontinvest 
Bond  Fund  Management  Company  S A,  doled  January  19. 1999.  that 
the  coordinated  Sales  Prospectus  doted  March  [999,  will  be  updated  to 
take  into  account  tbe  modifications  resulting  from  the  following 

decisions: 

1 . Modifications  of  form  and  content  made  to  the  articles  1.7, 15  and 
17  of  the  Management  Regulation  dated  December  13. 1995  related  to 
the  definition  of  the  currencies'  codes,  the  issue  of  bearer  certificates 
and  the  formalities  for  publication. 

1 Modifications  resulting  from  the  introduction  of  the  EURO  of 
which  die  merger  by  acquisition  of  sub- fund  of  same  nature  expressed 
in  currencies  of  countries  participating  to  the  EURO. 

3.  Creation  of  a new  sub-fund;  Scontinvest  Bond  Fund  - Mufti  EURO 
(expressed  in  EURl. 

Tbe  bearer  certificates  issued  arc  exchangeable  from  March  ro,  J 999  ' 
at  Discount  Bank  SA.  18  Boulevard  Royal,  L-2449  Luxembourg.  .. 
Tbe  new  Sales  Prospectm  dared  March  1999  will  be  available  at  the 
Registered  Office  of  the  Management  Company. 

Luxembourg.  January  19;  1999 

The  Management  Company 

Samtimm}  Band  Fund  Management  Company  SA 


MSDW  vios,  for  Spain  lead 


By  Tom  Bums  fci  Madrid 

Morgan  Stanley  Dean  Witter, 
the  US  financial  services 
group,  is  poised  to  take  a 
leading  position  in  Spain's 
securities  business  through 
the  acquisition  of  Madrid- 
based  AB  Asesores.  the  big- 
gest non-bank  broking  and 
asset  management  firm  In 
the  domestic  market 

The  transaction  - the  first 
cross-border  takeover  of  a 
financial  institution  In  Spain 
since  the  launch  of  the  euro 
- is  valued  at  between 
Pta45bn  and  Pta60bn  f€270m- 
€361  m,  $306m-$408m)  and  is 
expected  to  be  announced  on 
Tuesday. 

The  move  by  MSDW, 
which  has  long  been  active 
in  Spanish  corporate 


finance,  represents  a strong 
challenge  to  a number  of 
international  institutions 
which  have  been  drawn  to 
Spain,  one  of  the  fastest- 
growing  economies  in  the 
euro-zone,  by  the  buoyant 
growth  or  the  domestic  fund 
business. 

Asesores  had  Pta5l0.5bn 
funds  under  management  at 
the  end  or  last  year  and 
raised  1998  net  profits  by 
24  per  cent  year-on-year  to 
Pta3.2bn. 

Spain's  asset  management 
business  is  growing  faster 
than  the  European  average, 
and  the  total  volume  of 
funds  increased  by 
Pta6,800bn  last  year,  ta- 
Eta33^00bn.  . 

Tbe  acquisition  of  Ase- 
sores.-which  has  548  staff. 


will  give  MSDW  a ^powerful 
foothold  in  the  {tomes tic 
fend  market.  ? 

The  Spanish  firm,  which 
was  created  in  1981,  operates 
40  offices  nationwide  and 
has  40,000  high  net  worth 
clients. 

It  also  has  a well  estab- 
lished braking  business  as 
well  as  venture  capital  and 
corporate  finance  units, 
which  are  likely  to  be  of 
lesser  interest  to  MSDW. 

Asesores  is  controlled  by 
its  three  founding  partners, 
who  share  45  per  cent  of  its 
equity,  and  by  senior  execu- 
tives who  own'  a further 
25  per  cent,  s. 

■■  AfG;  the  US  insurance 
group,  holds  a 30  per  cent 
stake  in  the  securities  house. 

Merrill  Lynch  was  an  early 


foreign  entrant  into  this 
business  when  in  1596  it  paid 
Pta3.7bn  in  1996  for  FG,  a 
Madrid  brokerage  and  fund 
firm  that  at  the  time  rivalled 
Asesores  as  an  independent 
securities  house. 

Last  year  Merrill  opened  a 
Barcelona  office  and  said  it 
would  significantly  boost  its 
private  banking  business  in 
Spain  through  a further 
three  regional  branches-.  - 

International  groups  that 
have  recently  set  up  Luxem- 
bourg-based equity  invest: 
meet  vehicles  to  tap  domes- 
tic savers  include  Fidelity  of 
the  US,  while  Scbrodeis/'the  - 
UK  merchant  bank,  has 
added  an  investment  man-, 
agement  division  to  its  cor- 
porate finance  business  in 
Madrid. 


Canal  Plus  in  PFE  talks 


VW  comment 
heightens 
Scania  battle 


By  Tim  Bifft  hi  Stockholm 

The  battle  for  control  of 
Scania,  the  Swedish  heavy- 
truck  manufacturer,  took  a 
frash  twist  last  night  when 
Volkswagen  hinted  it  was 
interested  in  developing  a 
presence  in  the  medium-  and 
heavy-truck  sector. 

The  German  group  is 
understood  to  have  con- 
tacted Scania  and  Investor  - 
tbe  truck  company's  control- 
ling shareholder  and  the 
main  vehicle  for  Sweden's 
Wallenberg  empire  - follow- 
ing the  acquisition  last 
month  of  almost  13  per  cent 
of  Scania  by  Volvo,  Scania's 
Swedish  arch-rival. 

Ferdinand  FiSch,  VW 
rhflirenan,  said  yesterday  the 
group  would  expand  its 
truck  interests  “until  a suit- 
able opportunity  [for  acquisi- 
tion or  co-operation]  arises". 

Nevertheless,  people  famil- 
iar with  the  situation 
expressed  surprise  that  VW 
would  make  its  ambitions 
public  if  it  was  seriously 
contemplating  a counter- 
offer to  Volvo. 

Volvo,  which  agreed  last 
week  to  sell  its  car  division 
to  Ford  of  the  US  for 
SKrSOtm  <S6J4bn),  has  made 
plain  it  would  like  to  fold 
Scania  into  its  own  heavy- 
trucks  business. 

Talks  between  Volvo  and 
Investor  were  said  yesterday 
to  be  continuing,  although 
the  Wallenberg  company 
reacted  coolly  and  said  it 
was  considering  other 
options  for  Scania. 

The  two  sides  are  thought 
not  to  have  discussed  a price 
or  structure  of  any  deaL 

If  Volvo  secured  an  agreed 


deal  with  Investor  - 
regarded  as  the  most  likely 
outcome  by  Swedish  ana- 
lysts - the  enlarged  group 
would  become  Europe's  larg- 
est heavy- trucks  manufac- 
turer. 

“It  will  come  down  to  price 
and  the  value  Volvo  puts  on 
the  synergies  it  can 
achieve,”  sold  one  official 
Some  observers  believe 
Volvo  could  achieve  savings 
of  more  than  SKrSbn  a year 
by  pooling  its  marketing, 
purchasing  and  distribution 
activities  with  Scania. 

But  Scania  officials  have 
questioned  the  industrial 
logic  of  such  a marriage, 
pointing  out  that  a common 
platform  could  take  a decade 
to  develop  and  that  distribu- 
tors might  not  welcome  a 
takeover. 

In  the  event  or  a change  of 
ownership,  Scania  Insiders 
hare  stated  a preference  for 
a partner  promising  comple- 
mentary products,  rather 
than  the  heavy -truck  dupli- 
cation offered  by  Volvo. 
Both  companies  claim  about 
15  per  cent  of  the  European 
heavy-truck  market. 

Although  there  were  some 
suggestions  yesterday  that 
Fiat  might  be  considering  a 
rival  bid  for  Scania  in  com- 
petition with  Volvo,  Italian 
analysts  considered  such  a 
move  highly  unlikely.  Fiat 
would  be  reluctant  to  enter 
into  a costly  bidding  war, 
and  in  any  event  the  Turin 
group  was  seeking  an  all-em- 
bracing automotive  alliance 
rather  than  an  acquisition  in 
a specific  sector  such  as 
trucks,  they  said. 

Additional  reporting  by  Paul 
Betts  in  Milan 


NEWS  DIGEST 


RECRUITMENT 


Adecco  lifts  income  to 
SFr4QMm  in  1998 


tempo^-stmflng  agency, 

paid- yesterday  it  had  increased  its  income,  rafora  araorti- 
'sation  of  goodwill,  to  SFr406.4m  ($2 88m)  in  1998.  The 
company,  formed  from  toe  1996  merger  of  Switzerland’s 
Adia  and  France's  Ecco,  is  one  of  the  fastest-growing 
companies  in  toe  Industry, 

Revenues  rose  34  per  cent,  to  SFr15.3bn,  and  operating 
margins  were  maintained  at  4 2.  per  cent,  halting  toe 
decline  which  had  started  in  1997.  Operating  expenses  as 
a percentage  of  sales  fell  from  14.4  per  cent  to  13  per 
cent  After  adjusting  for  acquisitions,  underlying  revenue 
growth  was  23  per  cent. 

Adecco's  results  are  complicated  by  toe  need  to  write 
off  goodwill  under  US  Gaap  accounting,  which  resulted  in 
a SFrl  94.8m  loss  in  1998.  However,  the  company  believes 
that  income  before  amortisation  of  goodwill  is  the  most 
relevant  benchmark  of  its  performance.  It  is  also  proposing 
to  increase  Its  dividend  by  27  per  cent,  to  SFrSBQ  per 
share.  WiHiam  Had,  Zurich 


COMPUTER  NETWORKING 

Olicom  shares  hit  by  loss 

Shares  In  Olicom  A/S,  a Danish-based  supplier  of  com- 
puter networking  solutions,  plunged  31  per  cent  yesterday 
to  Dkr31  a share  on  an  unexpectedly  poor  1998  earnings 
report.  Olicom,  which  Is  listed  on  Nasdaq  as  well  as 
Copenhagen  Stock  Exchange,  said  its  $22m  net  profit 
from  1997  swung  to  a $11  .Sm  net  loss  in  1998,  partly  as  a 
result  of  a restructuring  but  also  because  of  price  competi- 
tion in  core  products.  . 

Fourth-quarter  net  sales  wore  $23.1  m,  down  63  per  cent 
compared  to  toe  year-eariier  period,  while  full-year  sales 
were  2 per  cent  below  1997  sales  at  $2 06.8m.  Olicom  saH 
it  was  targeting  revalue  growth  of  15  per  cent  In  1999 
against  1998  and  full-year  earnings  per  share  in  excess  of 
$0.40.  Clare  MacCarthy,  Copenhagen 


UNTT  TRUSTS  ’ 

UK  group  in  Den  Danske  deal 

Singer  & Fried  lander  Investment  Management  of  toe  UK  i 
-.to-join  toe  fund -man  agement  arm  erf  Den  Danske  Bank; 
■foe  Danish  group,  to  provide  a unit  trust  for  domestic 
investors.  The  partnership  with  Danske  Capttai  Manage- 
ment fa  Singer’s  first  such  deal  with  a continental  Euro- 
pean group. 

Jane  Martinson 


By  Alice  Rawsthom 


Canal  Plus,  the . French 
media  group,  is  in  talks  with 
Prince  Muhammad  Bin  Ban- 
dur  Abdul  Aziz  regarding 
the  acquisition  of  the  rights 
to  Pal  yG  ram  Filmed  Enter-, 
tainment  (PFE)  pictures  if  he 
succeeds-  in  his  $5Q0m  bid  for 
the  company. 

The  prince,  a member  of 
; the  Saudi  royal  family,  paid 
! S50ra  Into  an  escrow. .account 
last  week  as  a gesture  of 
good  faith  to  Seagram;  the 
Canadian  entertainment  con- 
, cerp  which  bought  the  entire 
PolyGram  group  for-'  $lihn 
late  last  year. 

His  lawyers  have  since 
been,  locked  in  negotia- 
tions witfi  Seagram's  advis- 
ers in  New  York,  trying  to 
finalise  a deal  worth  roughlv 
*500m. 


Providing  the  prince  can 
finance  the  deal,  Seagram 
will  agree  to  the  .sale, 
thereby  shelving  plans  to 
merge  PFE’s  non-US  assets 
with  its  Universal  .Pictures 
subsidiary. 

Canal  Plus : expressed 
interest  in  PFE,  which 
backed  ' such  hits  as  Four 
. Weddings  And  A Funeral. 
Fargo  and  Elizabeth,  as  soon 
.as  Seagram  put  it  up  for  sale 
. last  summer.  . 

The  French'  group  is  any. 
lotas  to  expand  .its  feature 
film. interests  and. to  reduce 
its  reliance  on  :-tfte  Tidily*’ 
wood  studios  as' suppliers  bf; 
pictures  for  its  ' pay-TV 
channels. - 

- However,  Canal  Plus  could 
not  afford  to  meet  Seagram’s 
price  expectations  by  paying 
at  least  srcom  for  PFE,  and 
was  forced  to  try  to  orches- 


trate a Joint  bid  with  other 
investors. 

Prince  Muhammad  indi- 
cated his  interest  in  PFE 
several  months  ago. 

Seagram  discounted 'him 
as  a serious  bidder,  however,, 
because  it  doubted  his  abil- 
ity to  finance,  . the 
transaction. 

The  prince  dispelled  its 
doubts  with  last  . week's  $5Qm 
down-payment  and.'  is  now 
in  discussions  with  Canal 
.Plus.  '■ 

The  .French  group,  winch 
■ recently. raised  its  stake. in 
. the /Pathj  entertainment 
: 'coimferni*  is'  keen .to  secure 
distributiisit  rights  to  PFE 
fllms.-fo^fariie  markets,  nota- 
bly France,  . /■ 

Alternatively,  it  may  run 
the  business  there  with  the 
prince  on  a joint-venture 
basis. 


anglogold 

..  . AngloGold  Limited 

. {Incorporated  In  the  RipubOc  oT  Sooch  AfriaJ 
(Ragtarjdofi  nurato«r0S/l735V0fi) 

" . r*ngloGokn 

The  acquisition  by  AngloGold  of  the  gold  interests  of  Minorco 

At  the  general  meeting  of  members  of  AngloGold  held  on  Wednesday,  3rd  February 
1999,  toe  orefinary  resolution  for  toe  ratification  and  approval  of  the  acquisition  by 
AngtoGokl  of  the  gold  Interests  of  Minorco  was  passed  in  the  manner  and  by  the 
majority  required  for  a refoed  pariy  trensaccipn’  In  terms  of  the  Listings 
Requirements  of  the  Jo^riesburgScodt’Exchahge.  y.y. 

It  h'.  expected  that  settlement  in*  tents  of  toe  acquisition  agreement  wiH  take  place 
during  March  1999,  when  the  last  of  the  conditions  pfboBdent.wttr  have  been  fuHflled. 


Johannesburg 


4 February  1999 
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Efficient  synergy.  Added  value  comes  from  the  successful  combina- 
tion of  competent  consultancy,  high  quality  research,  investment 
skills,  product  portfolio  and  operational  efficiency.  Our  networked 
knowledge  of  private  and  investment  banking,  institutional  asset 
management  and  private  equity  makes  us  a world  leader.  Come  and 


get  to  know  us  better:  www.uhs.com/synergy  apiUBS 
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UBS  AG*  Private  Banking:  afeUBS  Jnstitutional  Asset  Management  af^UBS  BllZlSdn  Investment  Banking:  ^WarbllTg  Dillon  Resd  Private  Equity.  s^UBS  Capital 
Issued  by  UBS  AG  regulated  in  the  UK  by  the  SFAln  the  U.S.  WarburgDillon  Read  1±C,  a subsidiary  of  UBS  AG',  is  a registered  broker-dealer  and  member  of  SIPC,  the  New  York  Stock  Exchange  and  other  leading  exchanges. 
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COMPANIES  & FINANCE : THE  AMERICAS  

Brazil  postpones 
telecoms  auction 


TELECOMMUNICATIONS  US_CARRIER  SEES_83%_JUMPj_N  INTERNATIONAL  SUBSCRIBERS 

AirTouch  reports  strong  overseas  growth 


By  Richard  Waters  fan  Hew  York 

AirTouch  yesterday  under- 
lined a fact  that  has  become 
increasingly  evident  in  the 
US  wireless  telecommunica- 
tions industry;  for  US  carri- 
ers, the  strongest  growth  is 
coming  far  from  home. 

The  company  recorded  an 
83  per  cent  jump  in  overseas 
subscribers  last  year,  to 
5.7m,  Gar  in  excess  of  its  18 
per  cent  domestic  growth. 

The  overseas  figures  are 
based  on  its  proportionate 
share  of  ventures  In  which  it 
has  minority  interests.  It  is 
the  international  potential 
that  lay  behind  Vodafone’s 
successful  S62bn  takeover 
offer  for  AirTouch  last 
month. 

The  San  Francisco-based 


company  Is  not  alone  in 
recording  its  best  growth 
rates  in  international  mar- 
kets. where  the  faster 
growth  reflects  the  fact  that 
many  of  the  ventures  are  at 
an  early  stage  of  develop- 
ment. 

Both  Bell  Atlantic,  which 
is  one  of  the  largest  share- 
holders in  Omnitel,  the  fast- 
growing  Italian  carrier,  and 
BellSouth,  which  has  turned 
south  to  Latin  America,  reg- 
istered strong  gains  abroad. 

AirTouch 's  expansion 
abroad  helped  the  company 
to  beat  Wall  Street  expecta- 
tions, with  net  income  of 
Si30m  in  the  final  quarter  of 
last  year,  34  per  cent  higher 
than  a year  before. 

The  company  said  it 
believed  subscriber  numbers 


would  continue  to  grow  at  a 
“robust"  rate  for  the  indus- 
try, but  it  warned  that  the 
rate  of  growth  would  slow  as 
competition  in  a number  of 
markets  increased. 

The  US  saw  a burst  of  new 
competition  last  year,  as  car- 
riers that  bid  successfully  In 
the  auctions  of  so-called  PCS 
rights  in  the  mid-1990s  came 
close  to  completing  the  con- 
struction of  their  networks. 

Sprint  PCS,  the  only  com- 
pany to  attempt  to  build  a 
new  national  network  from 
scratch,  spent  heavily  to 
acquire  1.7m  new  customers 
during  the  year,  taking  the 
total  to  2.8m. 

The  arrival  of  four  new 
PCS  carriers  in  some  US 
cities  - breaking  up  the  old 
cellular  duopolies  that  had 


US  nfcfess  carriers 

Maaftas 

• rt 

AkToueti  -US'  &3 

• wr  5J 

AT&T 7-2 

S8CC«ffiHMfcai0n8  M 

Befi  ABaftfc  - US  B2 

-wr  2jo 

BBflSotmi  -US  48 

-Mr  i* 

ST l 43 

Araerttesft  XB 

Sprint  PCS  « 

Some  QnpsEriupfftKfTeataU 


Revenues 

gfjt 

u 

13 


-DwHihcMUai 

AmMaandUai 


Ayjgfpd  before  - has  driven  AirTouch  said  the  average 
down  prices,  one  of  the  fee-  revenues  generated  from 
tors  behind  the  growth  in  each  customer  were  likely  to 
new  subscribers.  continue  to  fell,  but  that  it 


Adversaries  square  up  for 
anti-inflammatory  drug  wars 

Monsanto  pins  hopes  on  eagerly  awaited  arthritic  drug  Celebrex 
just  as  Merck  comes  to  market  with  Vioxx,  writes  David  Pilling 


believed  the  rate  of  decline 
would  “continue  slowing  in 
some  AirTouch  markets, 
including  the  US". 

AirTouch’s  posted  net 
income  of  S608m  last  year, 
up  54  per  cent  from  the  year 
before,  while  earnings  per 
share  rose  37  per  cent  to 
$1.07.  Revenues  climbed  44 
per  cent  to  $5.2bn  for  the 
year,  and  55  per  cent  to 
$1.5bn  in  the  quarter. 

The  company  also  released 
pro-forma  earnings  for  the 
fourth  quarter,  including  its 
share  of  international  busi- 
nesses and  adjusted  to  take 
account  of  its  acquisition  of 
US  West’s  wireless  proper- 
ties last  year.  These  rose 
from  $32m  to  SlSOzn,  while 
pro-forma  revenues  were 
29  per  cent  to  $2J.bn. 


The adlrapMB  battle 


Only  in  the  drugs  indus- 
try can  the  fate  of  a 
huge  company  be  deter- 
mined by  the  structure  of  a 
tiny  molecule.  Nowhere  is 
this  better  illustrated  than 
in  the  soon  to  start  battle 
over  the  potential  $5bn  mar- 
ket for  Cox-2  Inhibitors,  a 
new  class  of  molecule,  or 
drug,  that  appears  to  have 
ended  the  60-year  search  for 
a safe  aspirin. 

Not  since  the  mid-1980s, 
when  Glaxo  launched  Zan- 
tac. an  anti-ulcer  drug,  to 
challenge  SmithKline’s 
Tagamet,  has  a marketing 
war  been  so  eagerly  awaited. 

Last  month  Monsanto,  the 
US  life  science  company, 
won  approval  from  the  Food 
and  Drug  Administration  to 
market  Celebrex,  a Cox-2 
inhibitor  that  combats 
arthritic  pain  and  inflamma- 
tion without  causing  the 
stomach  ulcers  often  associ- 
ated with  aspirin  and  ibupro- 
fen.  In  its  seoond  week  on 
the  market.  45,000  prescrip- 
tions for  Celebrex  were  writ- 
ten. making  it  the  most  suc- 
cessful drug  launch  after 
Viagra,  Pfizer’s  anti-impo- 
tence pill. 

But  Monsanto,  which  is  co- 
marketing  Celebrex  with 
Pfizer,  will  not  have  the 
lucrative  market  to  itself  for 
very  long  for  Merck,  the 
world's  biggest  drugs  com- 
pany, will  launch  Vioxx,  a 


Cox-2  of  its  own  within 
months.  Each  drug,  which 
will  be  priced  higher  than 
the  non-steroidal  anti-inflam- 
znatory  drugs  (NSAIDs)  such 
as  ibuprofen,  is  expected  to 
notch  up  sales  of  $2bn 
within  four  years. 

The  scrap  over  Cox-2*s  is 
expected  to  be  mean.  “This 
is  going  to  be  the  most  pro- 
moted product  ever  in  the 
history  of  the  US  pharma- 
ceuticals industry,"  says 
Dick  De  Schutter,  chief  exec- 
utive of  Searle.  the  Mon- 
santo drugs  unit  that  devel- 
oped Celebrex. 

For  Monsanto,  whose 
merger  talks  with  American 
Home  Products  ended  bit- 
terly last  year,  Celebrex’s 
success  is  vitaL  “Celebrex  is 
the  fuel  that  could  guarantee 
the  growth  of  Monsanto  as 
an  independent  company." 
says  Sergio  Traversa,  phar- 
maceuticals analyst  at 
Mehta  Partners  in  New 
York. 

Searle  admits  a lot  is  rid- 
ing on  Celebrex,  which  could 
practically  double  the  drug 
unit’s  sales  of  $2L8bn. 

For  Merck  too,  the  stakes 
are  high-  Although  Its  phar- 
maceuticals sales  of  $l5bn 
dwarf  those  of  Searle,  Merck 
faces  an  earnings  squeeze 
over  the  next  few  years  as 
several  of  its  leading  prod- 
ucts lose  protection  from 
generic  competition.  Ana- 


lysts estimate  that  could 
mean  lost  revenue  of  up  to 
$3-5bn  in  2002. 

“We’ve  got  big  drugs  going 
off  patent,  so  we  need  big 
drugs  to  replace  them."  says 
Raymond  Gflmartim  Merck's 
rhirf  executive. 

Moreover.  Merck  recently 
announced  a setback  In  its 
“Substance  P"  programme  to 
develop  a potentially  block- 
buster anti-depressant  That 
makes  the  performance  of 
Vioxx  even  more  crucial. 

In  clinical  terms,  there 
appears  little  to  separate 
Celebrex  from  Vioxx.  Both 
work  by  blocking  cyclo- 
oxygenase-2, an  enzyme 
responsible  for  pain,  without 
inhibiting  the  virtually  iden- 
tical cyclo-oxygenase-1; 
which  protects  the  stomach 
lining.  NSAIDs  block  both 
enzymes,  sometimes  leading 
to  serious  stomach  lesions, 
and  the  deaths  of  an  esti- 
mated 16,000  people  in  the 
US  each  year. 

Celebrex  starts  with  one 
advantage:  it  has  beaten 
Merck  to  market.  “It's  criti- 
cally important  to  be  first,” 
says  A1  Heller.  Searle’s  chief 
operating  officer.  Searle 
hopes  that,  if  it  can  convince 
patients  of  the  benefits  of  its 
Cox-2's  first,  Merck  win  find 
it  hard  to  persuade  them  to 
switch. 

Both  companies  are  expec- 
ted to  employ  huge  sales- 
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By  John  Barium  in  S4n  Paulo 



Brazil  has  postponed  the 
auction  of  two  telecommuni- 
cations concessions  because 
the  government  has  detected 
“clear  rigng  of  interest  from 
investors"  in  the  setting  up 
of  “mirror”  networks  to  com- 
pete with  the  existing  sys- 
tem privatised  last  July. 

Only  two  groups  submit- 
ted bids  at  an  auction  held 
in  January  for  four  con- 
tracts, forcing  the  govern- 
ment to  schedule  a second 
round  in  March. 

Jo5o  Hanrique  Dourado,  a 
spokesman  for  the  govern- . 
merit's  Anatel  telecoms  regu- 
lator, said  the  government 
agreed  to  postpone  the  auc- 
tion after  three  companies 
asked  for  an  extension.  They 
they  needed  more  time, 
due  to  fusion  caused  by 
last  month's  collapse  of  the 
Real,  Brazil’s  currency. 

The  Real  has  since  lost  35 
per  rent,  of  its  value,  trigger- 
ing a crisis  that,  if  the  reces- 
sion forecast  for  1999  is  as 
severe  as*  predicted,  could 
reignite  inflation. 

The  government  hopes  a 
successful  round  of  bidding 
in  the  spring  will  help  dispel 
doubts  over  its  ambitious 
1999  privatisation  pro- 
gramme. It  expects  to  raise 
$2Dbn  this  year  from  the  sale 
of  assets  including  31.7  per 


cent  of  common  stock  in 
Petrobfas.  the  national  oil 
company,  and  control  of 
Banrapa,  the  federally  con- 
trolled S3o  Paulo  state  bank. 

The  mirror  auctions  are 
part  of  the  privatisation  of 
Brazil’s  telecoms  companies, 
which  the  government  sold 
last  July  for  SlS.92bn.  63  per 
cent  more  than  the  mini- 
mum price. 

Mr  Dourado  said  Santiago- 
based  group  Qualcomm  was 
the  only  company  to  specify 
which  area  it  plans  to  bid 
for.  It  wants  to  set  up  a mir- 
ror network  using  wireless 
local  loop  technology  in  SSo 
Paulo,  the  country's  busi- 
ness capital.  No  groups  bid 
for  the  SSo  Paulo  concession 
in  January.  Qualcomm  and 
Bell  Canada  International 
are  the  main  shareholders  in 
a mirror  company  covering 
the  north  and  east  of  Brazil 
as  well  as  Rio  de  Janeiro.  . 

The.  government  has  not 
set  minimum  prices  for  the 
mirror  company  concessions 
and  will  evaluate  bids 
mainly  on  technical  fectors. 
Consortia  must  include  a 
member  with  experience  of 
networks  of  at  least  SMUno 
ffyfd  or  cell  lines.  The  mir- 
ror companies  must  serve  al- 
least half  tiie  cities  in  their 
territories  with  more  than 
200,000  inhabitants  by  the 
end  of  this  year. 
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Telmex  feels  heat 


forces,  to  give  away  tree 
samples  and  to  take  out  tale- 
virion  and  magarina  adver- 
tising slots. 

When  Vioxx  is  launched, 
probably  by  mid-1999,  ana- 
lysts expect  the  Merck 
machine  to  crank  Into 
action.  The  basis  of  compe- 
tition will  be  the  clinical 
data  that  we  have,  and  how 
much  [product]  differentia- 
tion we.  can  establish,"  says 
Mr  Gflmartin. 

The  initial  plash  is  just  the 
start.  Both  companies  hope 
to  win  regulatory  approval 
for  Cox-2’s  as  a treatment  for 
other  inflammatory  condi- 
tions, such  as  colon  cancer 
and  Alzheimer’s-  And  both 


are  working  on  second- 
generation  drugs,  safer  and 
more  potent  than  the  first. 

They  hope  to  get  those,  on 
the  market  in  2001,  brfore 
Johnson  & Johnson,  a US 
rival,  launches  a second-gen- 
eration Cox-2  of  its  own, 
licensed  in  from  Japan 
Tobacco.  Roche  and  Novartis 
of  Switzerland,  as  well  as 
Glaxo  Wellcome  are  just 
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some  of  the  companies 
believed  to  be  working  on 
Coxr2  programmes. 

Mr  Gflmartin  is  not  wor- 
ried by  competition:  This  is 
a whole  new  class  of  drag 
and  you've  got  two  guys  out 
there  within  months  of  each 
other.  That  sets  up  a very 
interesting  competitive 
rivalry.  And  that  can  only  be 
good  fofthfi  patient." 


By  Andrea  Mtndel-Campbdl 
in  Mexico  City  

Fourth-quarter  results  at 
Telmex  suffered  as  the  Mexi- 
can telecommunications 
group  began  to  feel  the  heat 
from  increased  competition 
-and  a drop  in  -telephone; 
rates,  analysts  said. 

'Revenues  rose  3,64.  per 
rent,  while  the  26  per  cent 
rise  in  net  income  was 
largely  due  to  currency 
gains.  Long-distance  reve- 
nues, however,  plummeted 
75  per  cent  owing  to 
increased  competition  and  a 
long-running  dispute  with 
AT&T  and  MCI  WorldCom 
over  international  settle- 
ment, rates.  Telmex  said  it 
lost  TObn'  pesos  ($129m) 


because  of  a drop  In  inter- 
connection fees  charged  to 
US  telecoms  companies  to 
complete  calls  to  Mexico. 

Nevertheless,  its  mobile 
subsidiary,  Telcel,  almost 
doubled  its  subscriber  base. . 
translating  into  a 61  per  cent 
increase  in  sales  to  7.9bn 
pesos  for  the  year.  It  also 
prated  its  best  showing  in 
baric  line  installation  since 
the  devaluation  of  the  peso 
in  1994;  with  the  number  of 
basic  telephone  lines  grow- 
ing by  7.3  per  cent 

Total  Telmex  revenues  for 
the  year  rose  8.6  per  to 
TSJZbn  pesos  helping  to  lift 
pamingK  per  share  slightly 
above  expectations  to  62 
pesos  for  the  fourth  quarter 
and  2J2  pesos  for  the  year. 
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Mexican  banks  Souza  Cruz  hit 
defy  forecasts  by  smuggling 


By  Homy  Tricks  hi  Mexico  City 

Mexico's  two  largest  banks, 
controlling  almost  half  the 
deposits  in  the  system, 
defied  predictions  that  finan- 
cial turmoil  would  stall  the 
banking  sector’s  recovery 
late  last  year.  They  saw 
profits  surge  in  the  fourth 
quarter. 

The  two  banks.  Banamex 
and  Bancomer,  expected 
their  lending  operations  to 
survive  high  interest  rates 
though  analysts  say  that 
confidence  is  misplaced  if 
interest  rates  do  not  fell 
soon. 

In  the  fourth  quarter, 
Banacci,  Banamex’s  parent 
company,  reported  earnings 
per  share  of  2.05  pesos  (-0.09 
pesos),  it  was  quadruple  the 
average  forecast  of  financial 
analysts. 

Bancomer's  final  quarter 
profits  rose  to  l.l74bn  pesos 
(8126m),  from  826m  pesos 
previously. 

During  the  period,  Mexi- 
can interest  rates  doubled  to 
more  than  30  per  cent  as 
international  financial 
upheaval  swept  from  Russia 
to  Brazil.  That  had  been 
expected  to  hurt  the  asset 


quality  of  Mexican  banks 
just  as  they  were  recovering 
from  a three-year  banking 
crisis. 

It  did  take  a toll:  Ban- 
amex’s  performing  loans, 
excluding  those  held  in  a 
government  trust,  shrank 
2 per  cent  in  the  quarter  and 
past-due  loans  crept  1 per 
cent  higher  after  both  indi- 
cators had  Improved  In  the 
three  prior  quarters. 

But  the  surge  in  rates  also 
drove  up  income  from  the 
spreads  the  two  banks 
charged  their  customers.  In 
Banamex’s  case  that  doubled 
its  interest  margin  and 
caused  a dramatic  7bn  pesos 
improvement  in  core  bank 
operating  profits  between 
1997  and  1998. 

Banking  analysts  were 
impressed  with  the  results, 
but  they  doubted  their  sus- 
tainability. T am  cautioning 
investors  that  these  banks 
are  still  coming  out  of  a very 
difficult  environment,"  said 
Jason  Moltin,  a Hawking  ana- 
lyst at  Dresdner  Klein  wort 
Benson  in  New  York.  “For 
the  benefit  of  the  economy 
and  for  banks  to  grow  we 
need  to  see  Interest  rates 
come  down." 


By  Join  Bohan 

Paraguayan  cigarette 
smugglers  who  bootleg  cut- 
price  cigarettes  into  Brazil 
took  a heavy  bite  last  year 
out  of  the  sale  of  Brazil’s 
tobacco  giant,  British  owned 
Souza  Cruz,  which  posted 
1998  gross  revenues  of 
R$5.6bn  (USt3.2bn)  - then 
worth  R$<L67bn  - down  19 
per  cent  in  dollar  terms. 

Announcing  its  1998 
results,  the  company  said  it 
hoped  the  government  would 
bring  contraband  under  con- 
trol. Starting  on  January  1, 
Brasilia  imposed  a 150  per 
cent  tax  on  exports  of  Brazil- 
ian-made cigarettes  to  neigh- 
bouring countries. 

Previously  Paraguay-based 
companies  would  legally 
import  Souza  Cruz  cigarettes 
from  Brazil  free  of  tax  and 
then  smuggle  them  back 
into  the  country  across  the 
long  and  porous  frontier. 

Souza  Cruz  said  exported 
cigarettes  were  worth 
R3673.8m  last  year,  a sub- 
stantial part  going  to  Para- 
guay and  other  countries 
bordering  Brazil.  Although 
domestic  sales  fell  sharply. 
Souza  Cruz,  which  controls 


83  per  emit  of  the  Brazilian 
market,  said  its  pre-tax  prof- 
its actually  rose  62  per  cent 
in  .dollar  terms  to  RJ344.4m 
in  1998. 

Part  of  this  big  increase  in 
profits  was  due  to  the  com- 
pany's recognition  of  R£L38m 
in  net  tax  credits.  Net 
income  would  have  risen 
just  1.8  per  cent  in  dollar 
terms  were  it  not  for  these 
extraordinary  items. 

The  company  added  that  a 
restructuring  programme 
had  also  yielded  significant 
efficiency  gains,  boosting 
profits. 

Analysts  say  that  Souza 
Cruz,  controlled  by  Britain’s 
BAT  Industries,  should 
weather  the  country’s  deep- 
ening recession  better  than 
many  other  Brazilian  com- 
panies. Economists  forecast 
a GDP  contraction,  of  up  to  7 
per  cent  this  year  after  the 
Real,  Brazil’s  currency, 
devalued  by  more  than  30 
per  cent  in  January. 

One  analyst  commented: 
“We  are  recommending 
Souza  Cruz  as  a classic 
defensive  play  for  those 
investors  who  have  to 
remain  in  the  high  risk  Bra- 
zilian equities  market." 


FUTURES  d 
OPTIONS  JK 
& FOREX 


38  DOVER  STREET,  LONDON  WIX  3RB 
TEL  0171.629  1138  EWfc  0171 495  00M 
hnjp  -JhrwwJb 


- Futures  & Options 
■-Online  Trading 
"-Margined  FOREX 


LI>D  -UAl  DOCK  & CO'IFAINY 

> • ; I :i-*>  1;  >•  • 1 I I \\  >1 


fa*  lihvli  fflmm 

0800-262472 

London  am-scr-noi 

Gtroony;  813O-0t8KD 
Marin*  OS  0065891 


mini 

REUTERS 


FUhuhes  A Qpimw 
Contact  James  ADu 
TO:  0171 337  3999 
Emifc  fanO|Mte 


Shams 

rrwtTt'  PhtHp  AiitfT 

Td'0171  337  3315 
Ennfl:  d&egnLcaiik 


WtJSJTE  wwjplonjk 
Mfata  or  die  Lcofao  Stock  Excfanac 


OFFSHORE  COMPANIES  ♦ BY  LAWYERS  ♦ 


Loading  Intamsttonn)  tax  planning  firm,  altars  tie  asrvtoo. 

I —fata  R.  A-  Stn0hD.se.  (Horn)  T*fc  + 44171  352  2274 
Mlk  Pater  Murphy  B.Convn-  Tab  a-  S5S1  M2  ISIS 


■8-108  SYDVET  ST,  UHBM  SV3  OBJ,  UK 


am 


www.forex-cmc.co.uk, 

3 


Call-Net  eyes  local  phone  market 


By  Scott  Morrison  in  Toronto 

Competition  in  local 
Canadian  telecommunica- 
tions moved  a step  closer 
yesterday  when  Call-Net 
Enterprises,  the 
long-distance  carrier, 

unveiled  plans  to  launch  a 
local  business  and  residen- 
tial service  in  Calgary. 

The  company  said  it  would 
offer  service  In  Toronto, 
Montreal  and  Vancouver  by 
the  end  of  this  year. 

Call-Net.  25  per  cent 
owned  by  Sprint,  the  US 
long-distance  provider,  is  the 
second  company  to  move 
into  Canada's  C$8.5bn 
(US45.6bn)  local  telecoms 
market,  dominated  by  the 
country’s  former  telephone 


monopolies.  MetroNet  Com- 
munications began  services 
in  a handful  of  markets 
across  the  country.  AT&T 
Canada  said  it  would  provide 
local  business  services  in  up 
to  seven  big  tubas  areas  by 
the  end  of  1999. 

Analysts  suggest  local 
competitors  could  eventually 
gain  a 30  per  cent  market 
share  in  Canada’s  large 
cities,  attacking  the  core 
business  of  incumbent  carri- 
ers such  as  Bell  ■Canada  and 
the  merging  BCT.Telus  Com- 
munications. 

Juri  Koor,  Call-Net  chief 
executive,  anticipated  his 
company  would  win  a 15  per 
cent  market  share  in  each 
sector  in  which  it  operates 
within  five  years  of  launch- 


ing. Incumbent  carriers, 
such  as  BCE’s  Bell  Canada, 
have  responded  by  rebalanc- 
ing rates  in  order  to  lower 
monthly  business  fees  by 
about  10  per  cent 

Unlike  the  timing  of  Cana- 
da's 1992  long-distance 
deregulation,  which  fell 
behind  the  US,  local  compe- 
tition among  Canadian  carri- 
ers is  progressing  just  as  US 
companies  start  vying  in 
local  marirrt.'a 

The  local  market  was  affi- 
aaOy  opened  to  competition 
at  the  beginning  of  1998,  but 
technical  problems  in  trans- 
ferring phone  numbers  from 
one  system  to  another 
delayed  launches  by  alter- 
nate carriers. 

They  were  also  forced  to 


watt  until  regulators  set  a 
fee  structure  last  autumn 
determining  how  much  they 
would  he  required  to  pay 
incumbents  for  using  exist- 
ing infrastructure. 

A key  impediment  to 
entering  the  local  market 
has  been  the  significant  capi- 
tal investment  required  to 
purchase  switches  and 
install  fibre  optic  networks. 

Mr  Koor  said  his  company 
would  lease  lines  from 
Incumbent  BCT.Telus  until 
Call-Net’s  local  customer 
base  justified,  braiding  its 
own  fibre  network  to  save 
the  region.  The  company  has 
estimated  it  would  eventu- 
ally invest  up  to  CJlbn  to 
establish  local  service  infra- 
structure. 
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Introducing  Reliant  Energy. 

The  transformation  of  Houston  Industries  and  its 
subsidiaries  into  one  strong,  energy  services  company. 


It’s  the  culmination  of  years  of  work 
Out  of  Houston  Industries’  steady 
expansion  in  size  and  in  capabilities, 
a new  company  has  emerged. 

life  are  no  longer  various 
electric  and  natural  gas  entities  with 
many  names.  Instead,  we  are  one 
strong,  national  and  international 
energy  services  company  with 
expertise  across  the  energy  spectrum.. 
We’re  Reliant  Energy,  the  4th  largest 


energy  services  company  in  the  U.S. 

Since  1866  we’ve  invested  in 
our  company's  growth.  Today,  we’re 
the  one  to  choose  when  looking  for  an 
energy  investment.  Our  fast-growing 
capabilities  in  power  generation, 
trading  and  marketing,  and  the  wide 
range  of  energy  services  we  provide, 
ensure  our  position  as  a leader  in  the 
■ industry  for  years  to  come. 

True,  our  name  is  new.  But  our 


proud  heritage,  commitment  to 
strategic  growth  and  aggressive 
pursuit  of  the  future  remain 
the  same. 


Effective  February  8, 1999,  HOU  will  trade  as  REI. 


Reliant  Energy  HL&P  • Fteliant  Energy  Minnegasco  * Reliant  Energy  Entex  • Reliant  Energy  Arkla 
Reliant  Energy  Retail  Group  • Reliant  Energy  Wholesale  Group  • Reliant  Energy  International 
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COMPANIES  & FINANCE:  ASIA-PACIFIC 


Nippon  Steel  issues  zero  profit  warning 


NEWS  DIGEST 


By  Alexandra  Harney  in  Tokyo 


Nippon  Steel,  Japan’s 
leading  steel  manufacturer, 
warned  yesterday  that  diffi- 
cult conditions  in  the  domes- 
tic market  and  an  unex- 
pected collapse  in  export 
volumes  meant  it  would  not 
make  a profit  this  year. 

The  warning  came  as  the 
trade  ministry  said  Japan's 
steel  industry-  had  bottomed 
out  and  was  poised  for  recov- 
ery. Shinya  Okuda,  director 
of  the  iron  and  steel  division 
of  the  Ministry  or  Interna- 
tional Trade  and  Industry, 


said  steelmakers  were 
already  seeing  the  benefits 
of  a government  economic 
stimulus  programme  and  a 
modest  revival  in  demand. 

The  level  of  Japanese  steel 
exports  has  plunged  in 
recent  months  since  US  steel 
producers  filed  anti-dumping 
charges  against  Japan  last 
September.  This  eliminated 
the  only  source  of  revenue 
growth  for  Japanese  steel- 
makers, and  revived  fears  of 
bankruptcy  in  the  embattled 
steel  sector. 

Nippon  Steel  revised  its 
earlier  forecast  of  Y5bn 


($44.5m>  in  net  earnings  to 
no  additional  after-tax  prof- 
its. This  compares  with 
Y35Jbn  in  net  earnings  last 
year,  on  sales  of  Y2^J05bn. 
Nippon  Steel  also  cut  its 
sales  forecast  to  Y 1,920b  a. 

The  group,  which  had 
about  Y2£2ibn  in  Interest- 
bearing  liabilities  in  March 
1998,  has  been  shedding 
assets  and  retiring  workers 
to  improve  its  balance 

sheets.  It  expects  a YL20bn 
extraordinary  loss  on  sale  of 
its  semiconductor  business, 
and  a Y35bn  extraordinary 
loss  on  valuation  of  market- 


able securities.  Nippon  Steel 
was  the  only  one  of  the  big 
five  steel  manufacturers  that 
had  expected  to  make  an 
after-tax  profit  this  year. 

However,  Mr  Okuda 
Insisted  that  the  steelma- 
kers' core  operations  were 
still  profitable. 

“The  situation  in  the  steel 
sector  is  not  serious ...  the 
steel  divisions  at  the  five 
integrated  steelmakers  are 
still  in  the  black.  The  prob- 
lem is  that  they  invested  in 
different  businesses,  includ- 
ing semiconductors  and 
machinery,  and  that  is  hold- 


ing them  buck."  he  said. 

Japanese  steel  producers 
had  eliminated  most  ineffi- 
ciencies in  their  steelmaking 
operations,  although  some  of 
the  non-core  businesses  were 
still  overstaffed,  he  said. 
Their  business  interests 
include  concert  hall  manage- 
ment and  fanning  shiitake 
mushrooms  - hut  these 
allowed  .steelmakers  to 
uphold  their  social  responsi- 
bility by  preserving  employ- 
ment, Mr  Okuda  added. 

Trade  ministry  officials 
said  the  steel  sector  would 
benefit  greatly  from  the 


knock-on  effects  of  the 
Y24jXWbn  stimulus  package 
that  goes  into  effect  in  April, 
including  tax  incentives  for 
closing  plants. 

But  analysts  remain  cau- 
tious. Tom  Nagai,  industry 
analyst  at  Morgan  Stanley 
Dean  Witter  in  Tokyo,  said 
steelmakers  still  had  three 
months  of  inventory  as  a 
result  of  weak  domestic 
demand  and  the  collapse  in 
exports. 

“Even  if  demand  did 
recover  in  the  next  fiscal 
year,  it  still  would  not  be 
anything  dramatic.’’  he  said. 


BASKING 


JP  Morgan  opens  first 
branch  office  in  India 


Hitachi  warns  Nissan  refocus  ahead  of  tie-up 
of  further  losses 


By  Julie  Hess  in  Tokyo 


Hitachi.  Japan's  leading 
electronics  conglomerate, 
yesterday  warned  it  would 
post  consolidated  net  losses 
of  Y375bn  (S3.3bn)  in  fiscal 

1998.  sharply  worse  than  its 
previous  estimate  of  Y250bn 
losses.  The  company  also 
said  it  would  halve  its  divi- 
dend from  Yll  to  Y5.5. 

The  company,  which  last 
year  posted  a Y4.5bn  profit, 
blamed  extraordinary  losses 
related  to  restructuring  the 
semiconductor  business  and 
sluggish  sales  in  Hitachi's 
main  product  groups. 

The  dismal  results  show 
bow  poor  domestic  demand 
is  dragging  down  Japan's 
powerful  industry  groups. 

Hitachi,  one  of  the  coun- 
try's biggest  employers  with 
about  300,000  staff,  has  suf- 
fered from  poor  domestic 
sales  of  industrial  machin- 
ery. electronic  devices  and 
consumer  electronic  prod- 
ucts. 

Hitachi's  total  parent 
extraordinary  loss  was 
Y210bn.  with  restructuring 
costs  accounting  for  Y185bn. 
It  also  recorded  losses  from 
write-downs  of  security 
investments  of  Y23bn  and 
amortisation  of  pension 
funds  plans  of  Y32bn. 

Although  Hitachi  forecast 
a small  net  profit  in  fiscal 

1999,  some  analysts  were 
sceptical.  Steven  Myers,  at 
Jardine  Fleming,  said:  “It  is 
unlikely  Hitachi  will  break 


even  by  March  2000.  But 
there  had  better  be  an 
improvement  in  the  next  fis- 
cal year  if  Hitachi  is  not  to 
start  destroying  sharehold- 
ers' equity." 

However,  Noboru  Sasaki,  a 
Schroders  analyst,  disagreed: 
"We  think  the  profit  target  is 
realistic,  as  we  are  expecting 
that  from  the  second  half  of 
next  year,  the  D-Ram  busi- 
ness will  turn  into  the  black 
and  the  semiconductor 
losses  will  be  reduced.  More- 
over, other  business  divi- 
sions will  start  to  generate 
profits." 

Hitachi's  restructuring 
will  be  crucial  for  next 
year’s  earnings.  Analysts 
last  year  described  the 
group's  shake-up  as  “too 
little,  too  slow". 

However,  Hitachi  announ- 
ced that  restructuring  in  the 
heavy  electricals  and  con- 
sumer electronics  divisions 
had  been  completed.  But  it 
said  restructuring  must  con- 
tinue in  the  semiconductor 
and  data  processing  area. 

Analysts  are  also  con- 
cerned about  Hitachi's  finan- 
cial condition.  While  the  net 
debt  to  equity  ratio  of  44  per 
cent  for  March  1B98  was 
more  than  sufficient,  it  was 
likely  to  rise  sharply,  ana- 
lysts said.  The  company  pre- 
dicted a funding  gap  of 
Y15bn  in  the  financial  bal- 
ance for  this  fiscal  year. 

Hitachi  shares  fell  Y30.  or 
3.S  per  cent,  to  Y768  after 
yesterday’s  profit  warning. 


Yoshikazu  Han  aw  a,  presi- 
dent of  Nissan  Motors,  yes- 
terday revealed  another 
round  of  restructuring 
Including  asset  sales  and 
possible  factory  closures  In 
Japan  but  left  details  of  a 
capital  tie-up  with  Daimler- 
Chrysler  unclear. 

Mr  Hanawa’s  reticence  to 
discuss  a possible  tie-up  sug- 
gests that  negotiations  about 
the  US-German  group's  pur- 
chase of  Nissan  Diesel.  Nis- 
san's truck  and  engine  affili- 
ate, and  a broader  alliance 
have  entered  a critical  stage. 

The  acceleration  in  cost- 
cutting  plans  also  indicates 
that  DaimlerChrysler  may 
force  Nissan  to  step  up  Its 
restructuring  efforts. 

DaimlerChrysler  is 
thought  to  have  offered  to 
buy  IQ  per  cent  of  Nissan's 
core  operations  and  all  of  its 
nearly  40  per  cent  share  in 
Nissan  Diesel,  on  the  condi- 
tion that  the  Japanese  car- 
maker  accelerates  its 
restructuring  to  eliminate 
part  of  its  Y4.300bn  (S38bn) 
interest-bearing  debt  burden. 

Mr  Hanawa  refused  to  dis- 
cuss any  aspect  of  the  nego- 
tiations. except  to  say  that 
the  sale  of  Nissan  Diesel  was 
the  "most  important"  and 
that  DaimlerChrysler  would 
have  to  buy  more  than  10 
per  cent  of  shares  in  order 
for  the  deal  to  be  of  any 
value. 

"To  the  extent  that  we  are 
trying  to  strengthen  our 
mutual  relations,  that  level 
of  investment  would  be 
insufficient,"  he  said. 


JP  Morgan,  the  US  bank,  yesterday  opened  its  first  branch 
office  fn  India  in  a renewed  effort  to  enter  the  Indian  mar- 
ket. Last  year,  the  bank  pulled  out  of  a joint  venture  with 
001,  the  Indian  financial  institution,  after  a disagreement 
on  strategy. 

The  move  is  the  latest  signal  of  a revival  of  foreign  inter- 
est In  India's  financial  sector.  TWe  week  a private  equity 
fund  and  holding  company  affiliated  to  Chase  Manhattan 
bought  a 15  per  cent  stake  in  HDFC  bank,  a remil  bank. 
Chase  Manhattan  also  announced  an  alliance  with  the 
retail  bank's  parent,  HDFC,  India's  biggest  provider  of 
home  loans.  NM  Rothschild,  the  UK  investment  bank,  set 
up  its  first  office  in  India  late  last  year,  also  in  Bombay. 

Nicolas  Rohatyn,  managing  director  of  JP  Morgan  Secu- 
rities, said  the  new  office  would  enable  the  bank  to 
develop  its  treasury  and  foreign  exchange  activities  in  the 
country  and  pursue  a focused  investment  banking  effort 

JP  Morgan  will  invest  about  $50m  in  Its  India  operations 
end  employ  about  40  people,  inducting  some  bankers  who 
had  worked  in  the  ICICI  joint  venture. 

Krishna  Guha,  Bombay 


FORESTRY 


NZ  group  earnings  fall  80% 


t 


N ISSA 


Carter  Holt  Harvey,  the  New  Zealand  forestry  group  aid 
subsidiary  of  International  Paper,  yesterday  blamed  an 
80  per  cent  fall  in  net  earnings  for  the  nine  months  to  - 
December  31  on  the  Asian  economic  crisis.  John  Farad, 
chief  executive,  said  the  crisis  had  led  to  low  prices  for  . 
logs,  timber,  pulp  and  paper  products.  However,  he  noted 
that  time  were  signs  of  an  Improvement  in  earnings  In  the 
last  quarter. 

Third  quarter  export  log  sales  w ere  61  per  cent  up  on 
the  preceding  quarter  at  384,000  tonnes,  mainly  due  to 
'improvements  in  the  South  Korean  economy.  Mr  Farad 
said  business  conditions  In  New  Zealand  and  some  Asian 
markets  continued  to  improve.  Consolidated  net  earnings 
for  ftie  nine  months  were  NZ$2 5m  (US$1 3.6m),  compared 
with  N2$127m  for  the  same  period  of  1997.  Net  sales 
were  NZ$2.1  bn  against  NZ$2.3bn.  Earnings  before 
restructuring  costs  fen  from  NZ$1 29m  to  NZ$5 1m. 

Terry  Hall,  Wefiington 


Yoshikazu  Hanawa:  his  reticence  suggests  DaimlerChrysler  negotiations  are  at  critical  stage  Reuters 


CHEMICALS 


However,  Mr  Hanawa 
added,  "Ian  equity  tie-up]  is 
not  a matter  of  percentage. 
We  will  consider  the  deals 
on  a case-by-case  basis...  I 
could  imagine  several  ideal 
arrangements  we  could 
form,  depending  on  the  part- 
ner. There  is  not  one  pattern 
- we  are  flexible". 

Mr  Hanawa  also  said  he 
had  no  objection  to  foreign 
managers  taking  a role  ia 
Nissan  management,  as  hap- 
pened when  Ford  Motor 
bought  a 33.4  per  cent  stake 


In  Mazda.  "We  are  not  par- 
ticularly worried  about  [for 
eign  management]."  he  said. 

Ford  and  Renault,  the 
French  carmaker,  have  also 
expressed  an  interest  In  pur- 
chasing part  of  Nissan, 
although  Mr  Hanawa  denied 
any  knowledge  of  these 
offers. 

He  said  he  aimed  to  make 
deeper  cuts  in  production 
capacity  in  Japan  - includ- 
ing closing  factory  lines  and 
possibly  entire  plants..  In  a 
break  with  the  past.  Nissan 


would  also  encourage  merg- 
ers among  its  parts  suppliers 
regardless  of  their  keiretsu, 
or  industrial  group,  affilia- 
tion. 

The  Japanese  group  has 
already  announced  plans  to 
cut  the  US  workforce  by 
5 per  cent  by  2000  and  sell 
unprofitable  assets. 

Mr  Hanawa  also 
announced  the  launch  of  the 
carmaker's  first  hybrid  elec- 
tric vehicle  this  year,  which 
is  based  on  an  existing 
platform. 


Femz  aims  for  CFPI  profit 


Femz,  the  New  Zealand-based  chemicals  group,  said  yes- 
terday It  expects  to  generate  more  than  half  its  Income  in 
the  northern  hemisphere  this  year  as  it  consolidates  Its 
activities  following  the  purchase  of  French  company  CFPI. 
The  CFPI  restructuring,  including  disposals  worth  N2$50m 
(US$2 7 ,2m}  was  almost  complete  and  directors  said  they 
were  confident  of  achieving  the  forecast  20  per  cent  rise  in 
after  tax  operating  profit  to  NZ$61  m for  the  year  to  May 
after  earning  a comparatively  modest  NZ$1 1.2m  in  the  six 
months  to  November  30.  The  group  normally  earns  three 
quarters  of  its  profits  In  tile  second  half.  ~ . 

Sales  revenue  was  up  22.6  per  cent,  of  which  11  per  - . 
cent  was  generated  in  New  Zealand.  Terry  Hall  " 
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The  Town  of  Courchevel  is  selling  by  auction,  date  ; March  6 ' 99 1 


You’re  quite  right  - but  there  Is  one 
place  which  has  seen  them  all:  the 
Olympic  Stadium  In  Berlin.  And  the 
next  timethey  are  there,  there's  a 
good  possibility  that  they  will  greet 
their  audiences  under  a spectacular 
new  roof. 


Investors  or  consortiums  made  up  of 
project  developers,  site  managers, 
operators  and  financiers  from  anywhere 
In  the  world  ore  eligible  to  submit 
tenders. 


Senatsvennltung  fur  Bauen,  Wotmen 
und  Verkehr,  Refsrat  VI F 
refareaoe:  Otympiastadlon  Berlin  . 
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TOGETraR  WITH  APHJCATKMi  FCHL- 
LtaaaalmeidaiittaliUv 
ermine  ed  i.  it  lade  lor  bmL 


The  Olympic  Stadium  is  to  be  renova- 
ted and  modernised  to  provide  an 
appropriate  setting  for  special  events 
with  International  flair.  Land  Berlin 
Intends  to  entrust  this  task  to  an 
experienced  investor.  In  return,  Beilin 
offers  rights  of  use  arid  operation  for  an 
initial  period  of  3Q  years. 


For  further  details  on  the  tender  stage  - 
please  write  to  the  Senatsvenvaltung 
fur  Bauen,  Wbhnen  und  Verkahr 
(Senate  Department  of  Bonding, 
Housing  and  Transport)  lor  a free 
information  brochure,  which  wfD  be  - 
available  as  of  8 February  199a.  Ttate  ’ 
department  ertfl  also  bo  able  to  provide 
you  with  further  information  on  the 
tender  procedure. 


Mr.  Neubauer,  Mr.  Hammeibeck 
Telephone  ++49  30  9020-5515 
Telefax  ++48  30  9020-5653 
Internet:  httpv/www.bau.berifn.rie 


The  dosing  date  for  tenders  Is' 
lb  March  1999. 
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_ COMPANIES  & FINANCE:  UK 

— JMERING  GROUP'S  STRATEGY  IS  TO.  DIVERSIFY  BOTH  GEOGRAPHICALLY  AND  INTO  DOWNSTREAM  BUSINESSES 

British 


By  Kwfa  Brown 

British  Steel  is  considering 
spending  up  to  £500m 
(*800m)  to  acquire  a distribu- 
tion business  in  North  Amer- 
ica as  part  of  a growth  and 
diversification  strategy 
being  implemented  by  John 
Bryant,  its  new  chief  execu- 
tive. 

Mr  Bryant,  who  succeeded 
Sir  Brian  Moffat  as  chief 
executive  in  January,  said  in 
an  interview  with  the  Finan- 


Steel  looking  at  large  US  purchase 


cial  Times  that  his  appoint- 
ment was  an  opportunity  for 
a review  of  growth  opportu- 
nities in  the  UK,  Europe  and 
North  America. 

Mr  Bryant  outlined  a strat- 
egy of  diversi&ing  both  geo- 
graphically and  into  down- 
stream businesses.  He 
refused  to  say  which  target 
companies  were  being  evalu- 
ated, where  they  were 
located,  or  what  the  com- 
pany was  prepared  to  pay. 

However,  executives  are 


believed  to  be  looking  at  sev- 
eral possible  acquisitions  in 
Europe  and  North  America. 
The  deal  closest  to  comple- 
tion is  thought  to  be  the  pur- 
chase of  an  independent  US 
steel  distributor  for  between 
5600m  and  8800m. 

Mr  Bryant  made  clear  that 
British  Steel  is  determined 
to  use  its  strong  balance 
sheet  to  expand  through 
acquisitions,  in  spite  of  low 
steel  prices  which  wtQ  push 
the  company  into  loss. 


He  said  British  Steel  was 
still  “very  interested"  in 
acquiring  a steel  plant  in 
Katowice,  Poland.  The  com- 
pany has  been  identified  by 
local  management  as  the 
preferred  bidder,  but  no  deal 
has  yet  been  reached  with 
the  Polish  government 
“Having  come  through  the 
first  10  years  as  a private 
company,  we  are  in  a posi- 
tion now  where  we  really 
need  to  be  looking  to  grow 
as  a company,  and  that  may 


very  well  be  more  overseas 
than  in  the  UK,"  Mr  Bryant 
said. 

His  growth-oriented  strat- 
egy will  he  seen  as  a firm 
break  with  the  more  cau- 
tious approach  of  Sir  Brian, 
now  non-executive  chair- 
man, who  was  seen  as  hav- 
ing been  reluctant  to  spend. 
British  Steel  believes  diversi- 
fying into  overseas  and 
downstream  markets  will 
help  to  smooth  the  impact  of 
volatile  steel  prices  on  its 


pre-tax  profits,  which  vary 
by  £65m  for  every  l per  cent 
movement  in  prices. 

Mr  Bryant  said  European 
steel  prices,  which  have 
fallen  to  an  all  time  low  in 
real  terms  since  the  end  of 
1997,  would  probably  begin 
to  rise  in  the  second  quarter 
following  destocking  by  cus- 
tomers and  signs  of  a more 
robust  US  market 

Analysts  are  forecasting 
pre-tax  losses  of  about  £200m 
for  1998-99. 


ICI  tumbles  but  maintains  pay-out 


By  Virginia  Marsh  and 
Lucy  Smy 

Imperial  Chemicals 
Industries  said  yesterday 
that  cutting  its  £4.i7bn 
(S6.83bn)  debt  was  the  prior- 
ity this  year  as  it  maintained 
its  dividend  despite  a drop  in 
1998  pre-tax  profits  to  £293m 
(£518m). 

Brendan  O'Neill,  who  is  to 
become  chief  executive  in 
April,  said  the  group  aimed 
to  reduce  debt  to  less  than 
£3.5bn  this  year. 

Longer  term,  it  hoped  to 
cut  net  borrowings  to  30-40 
per  cent  of  its  market  capi- 
talisation. This  compares 
with  a ratio  of  110  per  cent, 
based  on  yesterday's  share 
price  of  527p,  up  9p. 

The  group  said  it  had 
looked  “long  and  hard”  at 
whether  it  should  cut  its 
1998  dividend  - which  at  32p 


is  uncovered  by  earnings  per 
share  of  26. 7p  - and  would 
review  the  situation  again 
this  year. 

“We  said  that  in  the  tran- 
sition period  [from  , commod- 
ity to  speciality  chemicals] 
we  would  not  change  our 
dividend  policy,”  said  Alan. 
Spall,  finance  director. 

ICI  said  its  debt  - which 
peaked  at  £6bn  after  it 
bought  Unilever's  speciality 
chemicals  businesses  for 
£A9bn  in  mid-1987  - meant  it 
would  not  make  further 
large-scale  acquisitions  this 
year.  Last  year,  it  agreed  to 
spend  £860m  on  acquisitions 
before  deals  selling  its  tlox- 
ide  businesses  for  £598m  col- 
lapsed. 

However,  the  group  main- 
tamed  its  speciality  chemi- 
cals businesses  did  not  need 
more  than  bolt-on  acquisi- 
tions as  they  already  had 


sufficient  critical  mass. 

Id  also  insisted  its  dis- 
posal programme,  remained 
on  track  despite  the  setback 
on  tioxide  and  its  failure  to 
find  buyers  for  its  other  loss- 
making, mainly  UK-based 
industrial  chemicals 
operations  which  have  been 
up  for  sale  since  1997.  Then, 
it  said  it  aimed  to  raise  £5bn 
from  disposals  by  mid-2000. 
By  last  year.  It  had  raised 
about  £3-5bn. 

A second  year  of  losses  in 
industrial  chemicals  was 
partly  behind  a fall  in  profits 
to  £321  m (£365m)  before 
exceptional*  and  goodwill, 
on  sales  down  16  per  cent  at 
£9.29bn  (£ll.lbn).  Because  of 
the  debt.  Interest  charges 
were  again  high  at  £332m 
(£282m),  giving  cover  of  just 
2.7  times,  but  the  results 
were  in  line  with  expecta- 
tions. 


Brendan  O'Neill:  priority  is  to  cut 


Orton 


Delphi  agrees 
Adecco  bid 


By  Susanna  Voyte 


Adecco,  the  Swiss  group  that 
Is  the  world’s  biggest  sup- 
plier of  temporary  staff,  yes- 
terday became  the  latest 
overseas  buyer  to  swoop  on 
the  depressed  UK  recruit- 
ment sector. 

The  group  - formed  in 
1996  by  the  merger  of  Adiaof 
Switzerland  and  Ecco  of 
France  - announced  a £l67m 
(5274m)  agreed  cash  hid  for 
Delphi... which  specialises  in. 
information  technology  staff. 

The  deal,  which  will  put 
about  £8.4m in  the  pockets  of 
Delphi's  shareholding  direc- 
tors, strengthens  Adecco's 
position  in  IT  and  follows  , a 
series  of  acquisitions  to 
build  its  higher  margin  spe- 
cialist brands.  These  provide 
10  per  cent  of  group  turnover 
and  20  per  cent  of  profits. 

John  Bowmer,  Adecco’s 
chief  executive,  said  the  UK 


market  did  not  value  recruit- 
ment companies  as  highly  as 
those  in  the  US.  Switzerland 
or  the  Netherlands. 

Delphi  shares  jumped 
62'Ap  yesterday  to  555p. 
Adecco's  were  unchanged  at 
SFr679.  The  550p  a share 
offer  from  Adecco  values  the 
group  at  £167m  when  taken 
with  a special  cash  dividend 
of  I5p  which  will  be  paid  if 
the  offer  is  successful.  The 
combined  offer  is  at'  a pre- 
mium of  50.7  per  cent  of  the 
price  of  Delphi  'shares  before' 
the  talks  became  public. 

- Adecco  last  night  said  it 
controlled  29.9  per  cent  of 
Delphi  shares  after  spending 
£38. 7m  to  buy.  a 222  per  cent 
stake  in  the  market 

Delphi  was  advised  by 
Close-  Brothers  and  Adecco 
by  CSFB. 


See  Lex 


Flowserve  is  named  as 
Weir’s  unwelcome  suitor 


By  Andrew  Edgecflffe-Jotmson 
aid  Michael  Peel 


Flowserve  is  the  unnamed 
US  pump  maker  that  has 
made  an  unsolicited  £600m 
(5984m)  takeover  approach 
to  Weir  Group,  it  is  under- 
stood. 

Xt  is  believed  Weir,  based 
in  Glasgow,  and  one  of  the 
world’s  10  biggest  pump 
makers,  will  oppose  the 
approach  on  the  grounds' 
that  it  fails  to  reflect  the 
group's  true  value. 

The  approach,  revealed  by 
Weir  on  Tuesday,  came  after 
a series  of  takeovers  by  US 
engineers  seeking  to  take 
advantage  of  the  relative 
cheapness  of  their  UK  coun- 
terparts. Initial  news  of  the 
approach  sent  Weir  shares 
soaring  from  232p  to  294'Ap. 
They  ended  yesterday  at 
307p,  up  3p,  giving  the  group 
a market  capitalisation  of 


just  over  £60Qm.  The  shares 
stood  at  305p  in  March  last 
year. 

Flowserve,  based  in  Texas, 
was  formed  by  the  merger 
almost  18  months  ago  of  BW/ 
IP  and  Duroo  IntemationaL 
It  makes  saais  and  valves  as 
well  as  pumps  and  has  a 
market  capitalisation  of 
about  5650m- 

Some  people  in  the  indus- 
try believe  the  merger  has 
not  produced  the  hoped-for 
benefits.  Flowserve’s  share 
price  has  suffered  badly,  fall- 
ing from  $34V4  in  July  2997  to 
$17£  at  Wednesday's  close. 

flowserve.  which  had  cash 
and  cash  equivalents  of 
$208m  at  September  30  last 
year,  declined  to  reveal 
whether  it  bad  approached 
Weir.  The  US  company  could 
make  its  mooted  cash  offer, 
believed  to  be  for  about  300p 
a share,  without  obtaining 
shareholder  approval. 


Analysts  are  not  ruling 
out  the  possibility  of  a bid- 
ding competition.  One  said 
Weir  was  an  attractive  tar- 
get for  a US  engineer  at  a 
time  of  consolidation  in  the 
world  pump  market  Pumps 
account  for  just  under  half 
of  group  sales,  and  the 
Americas  represent  its  main 
market 

Weir  is  expected  to 
respond  to  Flowserve’s 
approach  within  a few  days, 
once  its  board  has  had  time 
to  consider  the  approach. 
Analysts  say  the  indicative 
offer  compares  unfavourably 
with  estimates  of  Weir’s 
break-up  value. 

Weir  is  known  to  be  seek- 
ing to  expand  itself  and  has 
spent  about  £200m  on  20 
acquisitions  in  the  past  four 
years.  The  group  has  made 
much  of  its  Scottish  heri- 
tage, particularly  under  for- 
mer chairman  Lord  Weir. 


H&Q  to 
sell  one 
European 
operation 


By  Clay  Harris 


Close  Brothers,  the 
investment  bank,  is  to  buy 
the  continental  European 
operation  of  Hambrecht  & 
Quist,  the  US  securities 
house  specialising  in  high- 
technology  companies. 

The  purchase  of  Paris- 
based  Hambrecht  & Quist 
Euromarkets  will  extend 
Close  Brothers'  continental 
operations.  Last  year  it 
bought  a majority  stake  In 
Frey  berg  Hambros.  the 
Frankfurt  corporate  finance 
house. 

HQEM,  which  will  be 
renamed  Close  Brothers 
Equity  Markets,  specialises 
in  private  placements  and 
initial  public  offerings  for 
European  growth  companies 
in  the  information  technol- 
ogy, life  sciences  and 
branded  consumer  goods  sec- 
tors. Its  strongest  contacts 
are  in  France  and  Germany. 

It  has  led  or  co- managed  18 
of  the  66  IPOs  In  its  chosen 
sectors  on  Germany's  Neuer 
Markt.  the  Nouveau  March6 
in  France  and  the  pan-Euro- 
pean Easdaq  exchange. 

Close  Brothers  will  take 
over  its  memberships  of  all 
three  markets. 

The  sale  by  H&Q  reflects  a 
rethinking  of  its  European 
strategy.  Its  presence  will  be 
reduced  to  a London  office, 
where  resources  will  be 
added. 

Paul  Cleveland,  head  of 
mergers  and  acquisitions, 
said:  “Our  clients  are  going 
to  get  better  service  from  us 
by  concentrating  our  fire- 
power in  London." 

James  Macmillan-Scott, 
who  will  continue  as  head  of 
the  Paris  operation  under 
Close  Brothers,  said:  “Euro- 
pean companies  are  more 
interested  in  a relationship- 
driven  investment  style." 
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The  bears  dogging  Telewest 
for  most  of  its  quoted  life  are 
now  on  the  endangered  list 
This  is  not  surprising  given 
the  way  the  company  has 
redefined  itself  as  a cross 
between  an  internet  and  high 
growth  telecommunications 
company.  Although  Telewest 
has  yet  to  make  a pre-tax 
profit,  it  trades  on  53  times 
earnings  before  depredation, 
interest  and  tax.  On  most  cri- 
teria, this  looks  pricy.  But 
next  to  Energy's  100  times  or 
Colt's  670  times,  it  is  a snip. 

Telewest  says  it  is  worth 
every  penny  for  two  reasons. 

First,  more  high  margin  tele- 
phone customers  are  signing  up  as  it  finally  conquers  the 
service  quality  problems  that  have  long  hobbled  the  cable 
industry.  Second,  it  believes  the  shift  to  digital  television 
will  at  last  give  it  an  advantage  aver  satellite  broadcasting. 
This  may  all  be  true  but  investors  would  do  well  to  treat  the 
stock  with  caution.  British  Telecommunications  is  already 
preparing  its  fightback.  And  British  Sky  Broadcasting  and 
OnDigital  are  already  in  the  market  with  their  digital  TV 
offerings. 

RAC 

The  Royal  Automobile  Club  has  moved  nimbly  to  appease 
the  disappointment  of  its  gin  and  tonic  swilling  members. 
No  sooner  has  the  Monopolies  and  Mergers  Commission 
blocked  the  £450m  sale  of  the  motoring  services  business 
than  it  has  another  cash-raising  wheeze  on  the  go:  flotation. 

On  the  surface,  this  is  unlikely  to  raise  the  £35,000  each 
member  would  have  received  from  the  sale.  Taking  forecast 
operating  profits  of  £17m,  taxing  them  and  applying  a multi- 
ple of  15.  the  business  could  be  worth  £180m.  Add  back  the 
RAC's  £150m  investment  portfolio  and  the  total  reaches 
£330m.  This  would  value  each  member's  stake  at  £27.000  - a 
fifth  less  than  the  windfall  on  sale. 

Even  this  would  be  realisable  only  If  most  members  hung 
on  to  their  shares  at  flotation.  If  they  headed  for  the  exit,  the 
value  would  falL  it  would  be  much  better  then  to  sell  the 
business  to  a venture  capitalist,  which  could  use  it  to  build  a 
broad-based  branded  service  business.  Cinven  and  PPM  Ven- 
tures are  said  to  be  on  the  prowl.  Neither  could  achieve  the 
£6.5m  annual  cost  savings  RAC’s  old  suitor.  Cendant,  would 
have  wrung  from  the  deal.  But  that  should  only  lop  £50m  off 
the  price  the  US  company  offered.  Members  should  expect 
£400m  and  not  a penny  less. 


Telewest  settles 
on  net  software 


By  John  Sapper 


Telewest  Communications 
confirmed  yesterday  that  it 
bad  fallen  in  line  with  other 
cable  groups  by  choosing 
internet  software  for  the 
autumn  launch  of  its  digital 
television  service. 

Telewest  has  ordered 
100,000  digital  set-top  boxes 
from  Pace  Micro  Technology 
and  confirmed  interactive 
elements  would  be  run  on 
DTV  Navigator  software  sup- 
plied by  NCI  of  the  US. 

The  announcement  means 
that  the  three  largest  cable 
groups,  Telewest,  Cable  & 
Wireless  Communications 
and  NTL,  have  all  opted  for 
boxes  using  internet  soft- 
ware rather  than  the  televi- 


sion standard  Open  TV  used 
by  British  Sky  Broadcasting. 

Tony  Illsley.  Telewest's 
chief  executive,  said  he 
hoped  to  provide  high-speed 
internet  services  similar  to 
those  supplied  in  the  US  by 
companies  such  as  At  Home 
Networks  and  Roadrunner 
following  the  digital  televi- 
sion launch  in  the  fourth 
quarter.  | 

The  company:  also 

announced  a refinancing  of 
debt  following  acquisitions 
of  General  Cable  and  Bir- 
mingham Cable.  It  issued 
£30Qm  (S492m)  of  debt  con- 
vertible into  equity  at  330p  a 
share  in  order  to  reduce  its 
£l.lbn  of  bank  lending  to 
£S00m. 

The  shares  fell  %p  to  249p. 


Wolves  wins  bitter  takeover  battle 


By  David  Blackwell 


Wolverhampton  & Dudley 
Breweries  yesterday  won  a 
conclusive  victory  in  its 
£285m  (5467m)  battle  for 
control  of  rival  regional 
brewer  Marston  Thompson 
& EvershecL  Its  bid  was  sup- 
ported by  investors  with 


73.45  per  cent  of  the  shares. 

“At  the  end  of  the  day 
cash  won  out  in  an  unattrac- 
tive sector  - that  was  the 
driving  factor,”  said  one 
institutional  shareholder. 

David  Thompson,  manag- 
ing director  of  Wolves, 
described  the  vote  a6  “an 
overwhelming  endorsement 


of  our  strategy.  As  the  larg- 
est regional  brewer  we  can 
create  a new  force,  with  a 
lower  cost  base  and  greater 
critical  mass." 

Marston  conceded  defeat, 
cancelling  today's  extraordi- 
nary meeting  called  to 
endorse  its  so-called  Pacman 
countered  for  Wolves.  “It 


was  a hard  fight,  and  they 
got  a good  result,"  said 
Mike  Thompson,  Marston ’s 
finance  director. 

Wolves  will  pay  230p  cash 
and  0.175  new  shares  for 
each  Marston  share.  Wolves’ 
shares  closed  up  HVip  yes- 
terday 469p,  valuing  each 
Marston  share  at  312p. 
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DEBTORS 


Financial  Times  Surveys 


Nigeria 


Tuesday  February  23 


For  further  information  please  contact: 

Mark  Carwardine  in  London 
Teh  t44  171  S73  4S80 
Fax:  +44  171  S73  3241 
email:  mark. carwardine€'FT, com 


FINANCIAL  TIMES 

No  FT.  no  comment. 


CONTRACTS  & TENDERS 


*?te&ed£  etc  ^o-etctctccc v! 


Advertising  release 
for  sale  of  shares  by  direct  negotiation 


Bucharest,  6 Stavropoleos  Street,  sector  3 - Direct 
accordance  with  Emergency  Governmental  Ordinance 


ntai  Decision  no.  53/1998  modified  and  completed  with  Emergency 
of  the  Trading  Company  RULMENTI  SATSfetina. 


□ Registered  Office:  Slalina,  1 10-112  Pilesti  Streeu  Olt  District. 

□ Fiscal  Code:  R 1529752.  * 

□ Registration  no.  at  Coimnerrial  Register  Office:  J/2&/46/I991. 

□ Issued  stock  capital  according^  the  latest  records 

at  the  Commetrial  Register  Office:  38,288,625  thousand  ROL 

□ Turnover  as  per  31.08.1998:  39,292,617  thousand  ROL. 

□ Loss  as  per  31 .08. 1 998:  iaiJ  6328  thousand  ROL 

□ Main  object  of  activity:  designing,  producing  and  selling  of  bearings. 


The  share  ownership  structure  is  as  follows: 


O Stats  Ownership  Fund 
Q Financial  Investment  Company 
O Share  owners  through  mass  privatisation 
O Shares  assigned  to  me  manager 


* 

69.98 

25.43 

457 

0.02 


The  selling  offer  price  is  of 36310  ROL/share  and  the  value  for  shares  parcel  pot  Tor  sale  is  of  38316486  thousand  ROL 
The  Company’s  PRESENTATION  PILE  may  be  procured  daily  from  Bucharest,  6 Stavropoleos  Street,  sector  3 phone  04-01/303.63-35; 
303.63.47,  ground  floor.  Portfolio  Offers  Division  of  State  Ownership  Fund  between  8"  and  16"  bra.,  til!  the  precedent  day  of  the  offers 
submission,  inclusively.  The  selling  price  of  the  M^jESENTATION  FILE  is  UUKXMXX)  ROL  will  be  paid  into  the  account  no.  251  J0(L98(L900324 
opened  at  Romanian  Bank  for  Development  - Bucharest  Branch  (BRD-SMB). 

Rnther  infonnation  about  the  company's  privatisation  may  be  offered  by  SLOJF.'s  INTERNET  SITE  at  the  address  wwwsotro  or  at  the  phone 
040-01-3124134,  Mr.  Nlcolae  Ragafie. 

In  order  to  participate  in  the  negotiations  ir  is  compulsory  buying  the  PRESENTATION  FILE 


THE  PRESENTATION  FILE  will  be  released  on  presentation  of: 

□ a copy  of  the  payment  order  for  the  presentarion  file; 

□ .identity  card  (or  passport  for  foreign  citizens); 

□ power  of  attorney  from  the  offering  trading  company. 

In  order  to  participate  in  the  negotiations  it  is  compulsory  buying  of  PRESENTATION  FEE  Participation  guarantee  in  value 
of  1467^8^597  ROL  may  be  paid  at  Romanian  Bank  for  Development  - Bucharest  Brandt  (BRD-SMB)  in  account  no. 
25U0O8E94KL313.  Foreign  natural  or  legal  persons  wiD  pay  (he  PRESENTATION  FILE  and  the  participation  guarantee  into 
account  no.  25L109JKl9fKf2423J)(KM)8  opened  to  BANCOREX,  in  USD,  at  die  exchange  rate  communicated  by  die  National 
Bank  of  Romania  at  the  buying  day.  Bidders  may  instruct  the  bank  where  they  hold  iheir  mam  account  to  release  a bank  guarantee 
valid  for  180  calendar  d*ys,'fiom  the  deposition  date  for  the  offer. 

Natnral/lcgal  foreign  persons  may  make  the  payment  for  the  SELLING-BUYING  contract  in  convertible  currency  at  die 
gcriange  rate  transminal  by  NATIONAL  ROMANIAN  BANK  a the  date  of  Spring  for  the  Protocol  for  closing  of  the  direct 


For  the  participation  at  da  negotiation,  the  Bidder  wnl  summit  the  documents  provided  in  die  Government  Decision  no.  55/1998, 
article  77,  stipulated  in  Section  C of  the  PRESENTATION  FILE  and  BUYING  OFFER,  inclusively  BUSINESS  PLAN,  in  sealed 
envelopes,  at  Portfolio  offers  Division  to  the  deadline  date  of  16*  of  March,  1999, HP*  hrs.  local  time.  The  opening  of  the  offers 
will  take  place  in  the  same  day  (16*  March  1999)  at  1 4*  fire  local  time  in  the  presence  of  bidden. 


This  advertisement  does  not  constinae  an  offer  of  securities  within  tbe  meaning  of  ihe  UK  Financial  Services  Act  1986  and  does  not  constitute 
a sofidtation  of  an  offer  in  any  jnristfiction  where  such  solidiatioa  would  be  prohibited.  Hie  shares  offered  for  sale  are  issued  according  to 'the 
Romanian  legislation  and  their  trading  is  governed  by  the  Romanian  law,  subject  to  the  scrutiny  of  the  relevant  Romanian  regulatory  authorities. 
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ENVIRONMENT  POWER  GENERATION 

Changing 
the  grid 
references 


ENVIRONMENT  & MANAGEMENT 

I MANAGEMENT  HUMAN  RESOURCES 


We  face  huge  changes 
in  the  way  power  is 
generated  and  used, 
Wait  Patterson  tells 

Caspar  Henderson 

W'  Turning  a tight  on  seems 
lL|[-'7|  like  the  simplest  thing  in 

c_! I the  world  - so  simple  that 

few  of  us  ever  stop  to  think  about 
what  lies  behind  it. 

Walt  Patterson  wants  to 
change  that.  Electrical  power 
generation,  he  says,  is  undergo- 
ing enormous  changes  that  will 
affect  the  quality  of  life,  the  envi- 
ronment and  the  relative  power 
of  everyone  on  the  planet 

Mr  Patterson,  a senior  research 
fellow  at  the  Royal  Institute  of 
International  Affairs  (RHA)  in 
the  UK,  waHn  his  name  in  the 
1370s  with  a book,  Nuclear  Power. 
that  sought  to  demolish  the  ratio- 
nale for  nuclear  power. 

Two  decades  later,  he  still 
takes  electricity  very  seriously. 

“Change  in  the  next  few  years 
is  going  to  be  an  extremely  scary 
business.  There  will  be  a whole 
lot  of  problems  in  the  near  future 
and  no  obvious  way  to  get 
around  them,”  he  says. 

Nevertheless,  the  beginnings  of 
a road  map  for  a rapidly  chang- 
ing power  landscape  may  be 
found  in  his  new  book*,  Trans- 
forming Electricity.  This  reviews 
the  history  of  electrical  power 
generation,  weighs  various 
options  and  asks  whether  some 
need  to  be  considered  any  fur- 
ther. 

According  to  Mr  Patterson, 
electrical  generation  systems  in 
industrialised  and  developing 
countries  have  bad  one  signifi- 
cant detail  in  common. 

Those  who  planned  and  oper- 
ated the  systems  were  insulated 
from  the  risks  of  failure  - of 
ill-advised  investment,  underper- 
forming technology,  overpriced 
fuel  contracts  or  system  break- 
downs. Captive  customers  bore 
the  risk. 

Now  a combination  of  mare  lib- 
eral regulatory  regimes  and  new 
technologies  is  sweeping  this 
away.  In  future  electricity 


companies  wiD  be  allowed  to  lose 
money  and  even  go  bankrupt 
The  good  news,  he  says,  is  that  it 
will  become  “economically  and 
environmentally  attractive  to  get 

thingg  right". 

Technological  advances  - such 
as  ever  yrrmnnr  and  more  effi- 
cient combined-cycle  turbines 
and,  soon,  fuel  cells  - win  play  a 
crucial  role.  Until  the  19S0s  the 
prevailing  wisdom  was  "the  big- 
ger the  better"  when  it  came  to 
power  stations. 

"The  assumption  was  question- 
able then,  but  it  is  now  compre- 
hensively discredited,"  says  Mr 
Patterson.  Smaller  stations  are 
easier  to  site,  can  be  built  and 
brought  into  service  more  rapidly 
and  earn  a swifter  return  on 
investment  They  make  a respon- 
sive and  truly  competitive  mar- 
ket possible,  where  customers’ 
needs  are  everything. 

But  the  pace  and  nature  of 
change  will  be  uneven,  be  says. 
In  most  developing  countries, 
lumbered  with  electricity 
systems  that  cannot  satisfy  their 


The  search  for  staff 
who  will  go  far 


Companies  have  a blind  spot  about  developing 
talent  across  the  globe,  finds  Alison  Maitland 


Patterson;  the  Idea  that  big  Is  better  has  been  cSscracfited 


'Change  in  the  next 
few  years  is 
going  to  be 
extremely  scary1 


citizens,  many  governments  are 
still  striving  to  amuiafa  arrange- 
ments long  established  in  rich 
industrial  countries,  where  elec- 
tricity supply  was  seen  as  a gov- 
ernment responsibility.  But  such 
arrangements  are  unsustainable, 
he  says,  and  their  governments 
are  shedding  this  responsibility 
as  East  as  possible. 

Meanwhile,  new  technologies 
make  it  increasingly  attractive 
for  big  commercial  electricity 
consumers  to  move  away  from 
large  grid  supplies  to  decentral- 
ised generating  systems,  says  Mr 
Patterson.  The  steady  base  load 
such  customers  provided  to  a 
massive  networked  grid  will 
diminish  and  demand  will 
become  increasingly  unstable. 


As  a result,  power  supply  inter- 
ruptions will  become  more  com- 
mon, believes  Mr  Patterson.  The 
poor  and  the  less  resourceful  will 
suffer  more  than  the  rich  unless 
new  thinking  is  adopted  soon. 

‘The  Dutch  have  been  the  best 
at  getting  to  grips  with  the 
changes,”  Bays  Mr  Patterson. 
They  already  have  a very  high 
proportion  of  cogeneration.  They 
have  done  this  through  extensive 
consultation  with  users,  local 
authorities,  generators  and  inter- 
national partners. 

By  contrast  the  British  govern- 
ment is  trying  to  face  two  ways 
at  once,  he  believes:  "It  is  con- 
fused and  it  doesn't  have  a 
long-term  view." 

Power  is  moving  in  two  direc- 
tions, both  up  to  the  super- 
national level  and  Into  the  hands 
of  multinationals,  and  down  to 
local  agencies.  The  main  options 
open  to  a government  are  taxa- 
tion and  reform  of  its  own  power 
procurement  and  management 
strategy.  “Government  will  end 
up  holding  the  ring.  It  must 
reconsider  which  levers  are  most 
appropriate,  and  how  it  is  going 
to  use  them.” 

One  certainty  is  that  demand 
for  electricity  will  increase  mas- 
sively, at  least  in  the  medium 
term.  Even  after  the  economic 
reverses  of  1998,  for  pvampie  jt  is 
reckoned  that  Asia  will  need 
more  than  1,000  GigaWatts  of 


new  generating  capacity  by  2020, 
or  more  than  a third  of  today's 
worldwide  generating  capacity. 

Mr  Patterson  is,  of  coarse,  not 
alone  in  thinking  that  adopting 
traditional  technologies  such  as 
coal-fired  power  stations  to  meet 
this  demand  will  cause  grave 
problems.  He  believes  the  best 
interim  solution  will  include 
moving  much  energy  transmis- 
sion from  electrical  wires  to  pipes 

ivmiaining  natural  gas  and  U^big 

gas  for  power  generation. 

Beyond  the  interim,  he 
believes,  renewables  and  increas- 
ingly smarter  “configurations"  - 
planning  design  and  location  of 
power  stations  - offer  almost 
endless  ways  to  reduce  the  cost 
of  electricity,  the  Impact  of  its 
production,  and  the  amount  of 
electricity  needed  towell  below 
most  experts’ forecasts. 

But  getting  there  will  be  hard. 
“As  yet  we  simply  do  not  know 
whether  innovative  configura- 
tions, decentralised  and  interac- 
tive, are  ever  achievable,  techni- 
cally, economically  and 
politically. 

“Nor  do  we  know  whether,  if ; 
achieved,  they  will  be  sustain- 
able," he  says. 

* Transforming  Electricity,  pub- 
lished in  the  UKby  Earthsamand 
the  RHA,  is  distributed  in  North 
America  by  the  Brookings  Institu- 
tion. 


UB  Recruiting  1.000  people  s 
-month  is  no  easy  task  in 
li(J  the  fast-growing  field  of 
management  consultancy,  even 
when  you  are  one  of  the  giants.  . 
At  PwC,  the  world’s  largest 

services  firm,  the  job 

of  supervising  this  iwtafew  tails  to 
Charlie  global  head  of 

human  resources  for  the  manage- 
ment consulting  practice. 

"The  client  market  is  tough 
ennngh,  but  the  people  market  is 
very  difficult,  ” he  says.  Big 
njipijgps  in  wtefnng-  policies  are 
afoot,  driven  by  a 40  per  cent 
growth  rate  in  PwC's  consulting 
business  and  the  increasing  num- 
ber of  cross-border  projects. 

The  merged  firm  inherited 
"many  different  starting  points 
in  the  way  hnrnan  resources  are 
managed".  It  needs  a consistent 
approach  to  recruitment,  induc- 
tion, appraisal  and  internal  Job 
moves  across  the  globe,  while 
taking  account  of  wide  variations 
in  labour  laws  and  practices. 

With  staff  turnover  running  at 
IS  to  20  per  cent,  finding  ways  to 
hold  cm  to  people  Is  also  essen-  . 
tiaL  As  management  consultants, 

PwC  clearly  has  to  practise  what 
1 it  preaches.  The  profession  Is 
usually  associated  with  high- 
flyers a«d  frequent  travel.  Now 
the  firm  intends  to  offer  "multi- 
ple career  paths”  so  those  who 

prefer  to  work  near  home,  for 
wTOmpte  can  do  so. 

The  challenges  faring  multina- 
tionals like  PwC  are  the  focus  of 
an  article  by  John  Quelch,  dean 
of  London  Business  School,  and 
Helen  Bloom,  an  international 
consultant,  in  the  latest  edition 
of  Strategy  & Business,  the  jour- 
nal of  US  mawigwnmt  consul- 
tants Boaz-AHen  & Hamilton.* 
Most  companies  make  a good 
job  of  globalising  the  supply 
chains  for  an  their  essential  raw 
materials  except  human 
resources,  say  the  authors.  “Flay- 
ers in  global  markets  can  no  lon- 
ger afford  this  blind  spot” 

Part  of  the  problem  is  that 
human  resources  directors  and 
managers  often  lack  extensive  * 
overseas  experience  and  business 
knowledge,  they  say.  There  may 
also  be  a lack  of  information 
about,  the  brightest  staff  emerg- 
ing in  overseas  subsidiaries. 


“The  consequent  lack  of  world- 
wise,  multicultural  managerial 
talent  is  now  biting  into  compa- 
nies’ bottom  lines  through  high 
staff  turnover,  high  training 
costs,  stagnant  market  shares,; 
failed  joint  ventures  and  Hung- 
ers." 

Drawing  on  the  experience  of 
Unilever  and  International  Busi- 
ness Machines  in.  recruiting, 
training  and  retaining  employees 
around  the  world,  the  authors 
say  the  first  step  is  to  end  favour- 
itism towards  nationals  of  the 
country  where  the  company  Is 


This  having  more  than 

token  representation  of  other 

The  first  step  is  to 
end  favouritism  for 
nationals  of  the 
country  where  the 
company  is  based 


nationalities  an  the  board,  equal- 
ising pay,  benefits  and  bonuses 
for  expatriates  and  local  manag- 
ers, an<i  putting  as  much  effort 
into  recruiting  overseas  as  in  the 
home  market 

The  pros  and  cons  of  expatri- 
ates versus  locals  have  been 
modi  debated-  "Cultural  sensitiv- 
ity and  cumulative  skills  are 
what  count  And  these  come  with 
an  individual,  not  a nationality." 
Unilever’s  prefers  to  have  its  for- 
eign operations  run  by  a local 
executive,  supported  by  a multi- 
national mix  of  senior  managers. 

The  next  step  is  to  identify  the 
posts  responsible  for  the  activi- 
ties considered  essential  to  suc- 
cessful global  business  - posts 
described  by  the  authors  as  the 
mmpany  "lifeline".  Define  what 
gkfriK,  both  technical  and  people- 
oriented,  are  needed  in  each  role. 

Unilever  circulates  profiles  'of 
the  skills  required  for  most  of  its 
posts,  which  managers  adapt  to 
meet  local  requirements.  IBM 
“skin  teams"  update  rate  descrip- 
tions every  six  months  so  that 
senior  managers  know  which 
skills  are  in  demand  and 


which  are  In  good  supply. 

To  help  with  the  tricky  busi- 
ness of  succession,  the  authors 
suggest  that  managers  in  lifeline 
jobs  should  have  to  nominate  up 
to  three  candidates  who  could 
take  over  from  them  next  week, 
in  three  months,  or  within  a 
year. 

Both  Unilever  and  IBM  operate 
international  personnel  data- 
bases that  provide  a choice  of 
internal  candidates  for  any  job 
within  hours. 

The  authors  say  such  data- 
bases should  include  middle  man- 
agers. so  that  rising  stars  can  be 
identified. 

Another  recommendation  Is  to 
rethink  the  bald  categorisation  of 
managers  into  “movable"  and 
. “non-movable”.  The  authors  have 
devised  a mobility  pyramid.  At 
the  top  are  the  “gtapat"  manag- 
ers - those  who  travel  frequently 
on  short  or  medium-term 
assignments.  Next  come  those 
prepared  to  move  around  the 
world,  but  only  on  medium-tarn 
assignments,  then  managers 
happy  to  travel  regionally.  Fur- 
ther down  are  those  whomanf  to 
be  based  at  home  but  who  will 
take  part  in  cross-border  projects. 
At  the  bottom  are  specialists  and 
general  managers  rooted  to  their 
home  bases. 

Managers  can  move-  up  and 
down  the  pyramid.  "A  mature, 
multinational  food  processing 
company  with  decentralised 

operations  might  find  a flat  pyra- 
mid adequate,  whereas  a multi- 
national company  in  a feat- 
moving,  high-technology  busi- 
ness might  need  a steeper  pyra- 
mid with  proportionately  more 
idopats'." 

"Glopats”  are  In  Aunt  supply. 
So,  in  new  markets  it  can  be  use- 
ful to  pair  an  outside  executive 
who  has  good  knowledge  of  head- 
quarters with  someone  familiar 
with  local  conditions. 

Unilever  also  emphasises  devel- 
opment of  Its  good  people  as  well 
as  Its.best 

The  group  realises  "that  It  . 
needs  to  back  up  its  highflyers 
at  every  stage  and  location  with 
a strong  bench  of  crisis-proof; 
experienced  supporters  who  also 
understand  how  to  move  with  the 
markets.” 

* Strategy  & Business,  First 
Quarter  1999.  Bsue  14 
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In  Administrative  Receivership 
The  Joint  Administrative  Receivers,  Roger  PowdriB 
and  Tom  Keenan,  offer  for  safe  as  a going  concern 
the  business  and  assets  of  Madde  International 
Limited,  Springvale  Foundry  Limited  and  Automatic 
Temperature  Controls  Limited. 

Principle  features  of  the  businesses  include: 

■ AnnuaHsed  turnover  of  £16  million 

■ Modem  industrial  complex  of  370,000  sq.ft, 
including  office  accommodation 

■ 20  acre  site 

■ Stifled  workforce  of  304 

■ A newly  constructed,  El 5m,  state  of  the  art 
foundry,  fully  compliant  with  proposed  environment 
(egtetation 

■ A modem,  well  equipped  machine  shop,  heat- 
treatment;  fabrication,  powder  coating  plant  and 
assembly  fadfities 

■ Manufacturer  of  textile  and  other  machinery 

■ Manufacturer  of  electronic  control  systems  and 
switchgear 

■ International  customer  base 

For  farther  information  please  contact  the  Joint 
Administrative  Receivers  or  Graham  Martin  at 
Deloitte & Touche,  19  Bedford  Street.  Belfast  BT2  7EJ. 
Telephone;  01 232  327771  Fax:  01 232  333194 

Atthariaeii  toy  the  tnHute  of  Chartered  Accowtante  In  England  and  HUaa 
lo  any  on  InuBStmant  BucdneHL 


BUSINESSES  FOR  SALE 


MANUFACTURERS  AND  INSTALLERS 
OF  HIGH  QUAJJTY  SPECIALIST 
SECURITY  PRODUCTS 

For  rale  as  a going  concern  the  business  and  assoc  of 
Atom  Developments  Looted  tfa  Accra  Security  Products 
On  AdiiriinUdtive  Receivership) 

♦ Annual  turnover  drcall  3m.  prindpaffy  in  doors  and  windows. 

♦ Older  book  with  blue  chip  customer  bare. 

♦ 44,000  sq.  ft  freehold  site  in  Notation,  Meneyside. 

♦ Excellent  location,  dose  to  the  motorway  netwodc 

♦ Sffufkant  stocks  of  Wgfr  pade  timber;  uPVC  and  imnmangsty. 

♦ CNC  controlled  woodworking  machinery 

far  tether  dctaB*  contact  the  Joint  AfkmnistralSve  Receiver: 
Gerrid  5<nflh,  Robson  Rhodes,  Cbteyn  Onoixas, 

19  'Maris  Street  Manchester  AGE  3BA 
Set  0161  236  3777  fax:  6161  «S5  3309 

ROBSON  RHODES  RSM 


Plastic  Bag  and 
Packaging  Manufacturer 

The  Joint  administrative  reedvere  seek  offere  for 
the  business  and  assets  of  this  specialised 
distributor  and  manufacturer  of  plastic  bags  and 
associated  packaging. 

The  company  trades  from  Clacton  in  Essex. 
Turnover  for  the  Last  4 yeare  has  been 
£500  -£600,000. 

For  farther  Information,  please  contact  the 
administrative  receiver,  Peter  Byatt 
or  Stephen  Silver  at: 

BDO  Stoy  Hayward 
66  Broomfield  Road 
Chelmsford 

Essex  CM)  1SW  IBDO 

Telephone:  01245  264  644  * 


FOR  SALE 


BDOStnyBrnytard 
Goqxsate  ftomveiy 
andbisohnuy 


EQUIPMENT, 


CHEMICALS,  ETC 

• Baaed  to  SJS.  England 
•Turnover  ctrca  £800k 

• Highly  Profitable 

• Blue  chip  client  base 

• Established  over 
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LEGAL  NOTICES 


CONTRACTS  & TENDERS 


APPROPRIATE 
PROFESSIONAL  ADVICE 


■ 1 1 vTiki  i*  J 


ENGINEERING 
BUSINESSES  FOR  SALE 


Offers  are  invited  for  ail  or  part  of  the  following 
businesses  of  a listed  engineering  group. 

Principal  features  of  the  businesses  Indude: 

• all  located  in  freehold  premises  In  the 
Midlands  and  North  of  England 

• leasehold  head  office 

• £7-5m  turnover  (1997);  net  assets  £1.8m 
Businesses  include: 

• precision  pressings,  sheet  metal  fabrications  and 
pressed  and  welded  assemblies  (£6m  turnover) 

• supply  of  engineering  cutting  tods,  health  and  safety 
equipment  and  consumables  (£1m  turnover) 

• manufacture  and  marketing  of  branded  leisure 

products  (recently  established) 

For  further  Information,  please  contact 
PricewaterhouseCoopers,  Benson  House, 

33  Wellington  Street,  heeds  LSI  4JP, 

Tel:  0113  289  4000.  Fax:  0113  289  4580. 

Please  quote  reference  ‘Gemini'. 


The 

Smith  Sr  Williamson 


IN  THE  MATTES  Of 
VMS  VENTURE  MANACQtfENT 
SERVICES  LIMITED 
-aJ- 

DM  THE  MATTER  OT  THE 
CYPRUS  COMPANIES  LAW  CAP  113 
NOTICE  IS  HEREBY  GIVEN  dal  Ibe 
aafimn  at  itac  abowHamcd  amam  which 


a-  beta  the  3*  fey  of  Unfa  19W  « 
ltd/  tau  am mas.  tbdr  atfdnai 


NOTICE  TO  CHKDTTOltS 
GSP  MOTOR  ENGINEERS  LIMITED 
CmapnpNabcr017U422 
NOTICE  IS  HEREBY  GIVEN  THAT: 
Ob  Monday  In  of  Fttxnmy  1999  i Sped* 
Boatakn  pned  I?  wijr  or  ■ vdOEB 
remind™  anrimxlsl&f  the  payment  or 
X6IXOOO  can  at  lbs  clfclil  at  ihc  Oon^pB^- 


The  Joint  Administraron  Peter  J %Idon  and  Peter  G MQb 

Offer  for  sale  the  business  and  assets  of 

Lynton  Commercial  Units  limited 

Princlpel  activities  ere 

• The  "-”"*^<111,  at 

— Mobile  exhibition  and  candard.  trailer* 

— Show  trail  cm  and  hospitality  nnir* 

— Display  units 

• Trailer  hire 

• The  deaign  Of  promotional  maieriah 

Indudq  bcaod  naa  JLympp.  Lynton  Sbawpoinl  amrf  A,n 
Current  annual  turnover  £Sm 
Leasehold  premises  in  Manchester 

Dcdicaled  and  experienced  workforce 

esabthhed  and  blue  chip  cmtomer  base 
For  details,  contact  Margaret  WiOiamaoa  at  the  offices  tf 

Smith  6c  WQEamsoa 

Nol  Riding  Home  Street,  London  W1A  SAS 
73*0171  6375377  foe 0171 631  0741 

aba  at,  Bra  ii^  Ttafcafr.ffltfa.  Wroamtf  Ibrit 
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NOTICE  PUBLISHED  BY  THE  SECRETARY 
OF  STATE  UNDERSECTION  7(7)  OF  THE 
TELECOMMUNICATIONS  ACT  1984 

The  Secretrey  of  Sons  hereby  give*  notice  at  foDows. 

1,  He  intends  k>  revoke,  tacr  fa  the  year,  the  Ossa  Licence  m ion 

Telocoroiniin>catwii«Sy«eTOfortteihoYisittiofSiadtoe 
•faltconaiiupicaion  Services  (issued  2 August  1991),  the  Class  Licence  ' 
for  foe  Running  nfTAtnmiwmWiM  Systems  by  Broadcasters  to 
Receive  Messages  from  Earth  rvMrWig  Apparatus  (issued  15  January  - - ■ 
1991).  foe  Oasa  Licence  S3  Rim  Sound  Broadcasting  Systems  (issued  31  1 
Pecwnber  19SQ1.  the  Clam  Ur-gnr*  ip  Ran  TWnmaAw  SyggmB 
tte  foe  faupares  of  ComoOhig  and  Monitoring  Television  and  Qfole 
Relay  Sysnns  (issued  12  December  1991)  and  iheOaa  Licence  to  Run 
Community  Television  Relay  Systems  (issued  31  December  1990)  which 
were  giaoted  by  foe  Secretary  of  State  under  section  7 of  (he 
TekccmmtHiiciikxBi  An.  nd  to  issue  new  licences.  The  hcenoea  will  be 
for  a period  of  25  years  subject  to  earlier  revocation  in  efrormsBoces  - • 
specified  in  foe  Gances. 

2,  Virions  amendments  taw  been  made  to  the  licences  to  bring  foe 
condition  and  defmiiims  into  line  with  the  requbementa  of  the  EC 
Licensing  Directive  (97/1 3EQ,  and  for  other  reasons.  The  draft  Scenes 
have  been  examined  to  ensure  the  conditions  me  comment  with  those  *s 
o&m  foe  Annex  tb  the  EC  Licensing  Directive  and  fo«  each  condhkm 
satisfies  foe  BC  Licensing  Dfaeciive’s  requirements  to  be  tcaaqureot,. 
naD^aamnnmiiy,  proportionate  sad  objective.  New  eotxfitkwhive 
been  inducted  m tta  licences  onl^air  Trading  and  Accem  Control  ' 
services.  Various  other  minor  or  comcqntatial  atneadmantt  will  be  mate 
m foe  licences  K>  update  and  itanrtMrrim  th»-  ramlronot 

3,  Representation*  orobjectiom  may  be  made  in  respect  rtf  foe 
proposed  new  Bcences.  They  should  be  made  m writing  by  5 March  1999 

«rd  addressed  u)  the  undertignedtf  foe  Dqraitmentctf  Trade  md 

laduaiy.  Cnnwramicariom  A Information  ladunriea  Direciome.  Room 
2-79,  Btfc^angham  Palace  Read.  LoaJon  SW1W9SS.  Coprcs  of 
prtgnsed  licences  can  be  Obtained  free  of  charge  by  writing  id  foe 
Depstment  a- fey  calling  Q17l  215  1746. 
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Simon  Moseley 

Department  of^ Trade  undindiiMjy 


5 February  1999 
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EURO  PRICES 


EQUITIES 


Stocks  unmoved  amid  rate  speculation 


CURRENCIES  & MONEY 


Elmo  SPOT  FORWARD  AGAINST  THE  EURO 
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^OPEAN  0VMV1EW 

By  Vincent  Boland 

European  stock  markets 
ended  broadly  unchanged 
yesterday  as  the  focus 
turned  to  interest  rates. 

Bourses  received  no  boost 
from  Wan  Street,  which  was 
down  slightly  as  speculation 
grew  that  US  interest  rates 
might  have  to  rise  after 
more  evidence  of  the 

FT$EB>loc100 

Index 


strength  of  consumer  spend- 
ing. 

The  euro  also  sagged 
against  the  US  dollar  as- the 
market  adjusted  the  cur- 
rency to  reflect  a distinctly 
gloomy  outlook  for  the  Euro- 
pean economy  thjc  year. 

The  European  Central 
Bank  was  expected  not  to 
alter  its  stance  on  interest 
rates,  although  the  ~Ranir  of 
England  surprised  with  a cut 
of  SO  basis  points. 


Stocks  were  largely 
unmoved  and  eventually 
drifted  sideways  after  a half- 
hearted rally  ran  out  of 
steam. 

The  FTSE  Eurotop  300 
index  of  leading  shares 
ended  L48  higher  at  1,210.65 
while  the  FTSE  Eurotop  100 
index  rose  2.05  to  2,770.85. 
The  FTSE  Ebloc  100  index  of 
euro-zone  shares  fell  0.45  to 

1,01X25. 

Oil  stocks  were  a notable 


exception  to  the  general  drift 
and  the  sector  rose  IB  per 
cent,  recouping  some  of  the 
ground  lost  in  recent  weeks. 
Elf  Aquitaine  rose  €2. 20  to 
€100,  BP  Amoco  SO  cents  to 
€12J33,  and  Royal,  Dutch/ 
SheD  €1.40  to  37.65. 

Elsewhere,  company- 
specific  developments  helped 
selected  stocks  to  post  good 
gains.  BMW  rose  €40  to  €660 
as  Investors  took  the  view 
that  a possible  boardroom 


FTSE  Actuaries  Share  Indices  European  series| 


Jan  99  . Fab 


■ twee  mouth  burboh  futures  qjffg  eta  ipo-rate 

0pm  Sett  price  Change  Mgh  Low  EsL  nt  Open  kit 

tor  98X60  96X80  +0010  90990  809(0  75631  85252 

07. 070  37.075  -0005  97.090  97.040  55411  94356 

Sag  97.1  a 97.115  -0X10  97.135  97X85  42069  58519 

91910  96.885  -0X40  91920  9&B5D  13490  65654 

■ tubs  Marre  euro  uaow  reruns  turt)  eim  loo-raw 

Open  SmprtGB  Ctage  H#  Low  EsL  wi  Open  rt. 

Ito  98-070  91980  +0910  91980  96X40  7461  182352 

id  97070  97075  -0005  97X00  07X45  4620  133749 

Sep  97.130  97.115  -0X10  97.130  97X90  2838  124646 

Dec  91X85  91885  -O.D40  96X00  96X60  2396  10OSS5 

W T1WR  MOKTU  BJKO  IfflOR  0PI10MS  QifTE)  €1m  100-ifea 

SW*  CALLS PHIS  

Price  torJuiSepDectorJniSepOec 

96875  0.710  0120  0X05  0X15 

87000  0.025  OX*  0.130  0.155  0X45  0X70  OSS  1080 

97125  0X10  0020  0.1  S5  0.165 

97250  0 0010  0X35  OXS  0X70  02X0  0210  1230 

bL  ML  ML  Ml  18332  Mi  3S2.  tames  tbft  apn  ta,  Ofe  M7»  Mi  17U45 

■ nSEBBPTOP  100  lira  HfroHBOiffg  €20  per  oaketa  port 

Opm  Slit  price  Change  Htfi  Urn  Est  rai  Opm  M. 

Mr  2815X  2774X  -6X  2815X  Z774X  144  6069' 

Jon  - 27710  -6X  • - 0 0 


■ BIRO  STYLE  RSE  EUROTOP  MB  MEX  OPTION  (AEX)  €10  per  Mb  pcM 

2800  2850  2700  2760  2800  2050  2900  2950 

CPCPCPCPCPCPCPCP 
W MZ7«aSG1B47U4829Z8t6fl1OS  45  134  30  17D 
to  287  71  258  854  215  100  U2  117  151  138  IB  162  IK  188  B 218 
Ear  vet  toW  . Mr  to»  — tome  tat  &M0  ■ IHakita  tom  «ra  feta  m 1ml  pto 


Feb  04 

Mutt*  & Ragtaa 
toritue 

FTSE  Eurotop  300 
FTSE  EwetoplOQ 
FTSEQfcclOO  - - 
FTSEEunMd 
nSEEuotol  Brioc 
PTSEEvoHd  Be  UR 


FTSE  Boeing  300  leg 
Batatac 

LUC 

Etnge  Bc-6toUdc 
Benge  Ex-UC 
FOE  Butog  iiitabi 


' Ben  Da/s  tonga  Yield 

Max  % pcfcts  pn»  % 

1210X6  +0.12  +1.46  2X4 

277085  +0X7  +2X5  2X9 

tuna  -004  -045  2X4 

11MlS5  +013  +1X2  ~2X2 

1197.01  +016  +1X0  Z3S 

123126  +007  +0X7  230 


xd  srij  TOW  re6i 

ya  W< 

0X4  1247.14 

1X1  993X9 

139  1021X9 

1.12  1234X0 

1X1  1223X5 

0X0  1260.07 


Canamten  & Bid  Haiti 
FtmayS  Paper 

6EMEB/UL  amSTBAiS 

Aerecpeca  & Dtaaca 
DtMotori  kxktoWs 
Dtooot  & Bed  Freep 
Engineering  & Madtawy 
ctcucal  cows  corns 

Hnueabdri  fade  & Tmta , 
WOHOTC  COIB  6000S 
Beverage* 

FWd  PraUcera  & Process 


rdt*  **  r. .v  vr?  .-c~; 
•r.g. ..  ••-v-tv.'"'1  • 

msm 


OTHER  INDICES 


»-  m 
f 3 


tor 


01  Stax  50  3421X2  3418X2  346147  3670X2  2433X7  *70X2  243207 

OJ  Bn  Stt  SC  3487X8  3488X3  3541X3  3885X8.  241923  3885X8  24113 

USa  Buga  120165  1212X4  11 74 JO  1315X5  90159  1318X5  51178 

Sam  Enskpat  el  FT  Wa  watte.  -Sttto  to  iwWn  mt  to  « amaatoe. 


■O' 

Oasj.wr+tUr' 
yc.M-GtC-K* 


|I®P 


FOR  SALE 


#rm:m  of 
UfttVsIiSLU 

Cut  irsiuvr. 

MAlmsms 

FTC 


tassnal  Cere  &te  Prate 
Aanemriicto 

Tnbetxo 

CTCUCALSHMCB 

OtoMore 
General  Rettore 
Iteui  Bnertnri  A Hotto 
tolas  Pliftjgfaphy 

f|..Wi  mi X ■ ii 

ncbc*,  rvuo  u ufrwtnca 

Support  Sendees 
TraoEport 

aorecicuCAL  sbws 
Food  S Dreg  ReWara 


BeckMy 
Cm  toefexm 


ute  Assorence  118080  -1.12  -13X5  1X7  0X0  119113 

kweareart  Coropmte  10003  +1X8  >1070  1.78  0X0  10243 

Baal  Barf#  878X7  +079  +5X0  159  0X0  69110 

SpedeHr  8 OftT  Bn  8B4X5  +0X3  +027  255  0X0  099X3 

■WAUCHTBa  • 93aX5  +2X3  +2224  0X6  0X0  941.19 

UoreiteoD  Tech  Karina  991X4-  +278  - -+26X3  - 073  0X0  993X0 

Soaeme  S CmpuBrSerr  81125  +1X3  +11.55"  046  0X0  8213 

fuwrmiteiejmefcflitotw— teim  e TOE  Hnmi  Lemd  t»  a apt  and  Ttsr  m 
Mto  ee  egeM  m eefe  « at  Imm  toA  WteP  to  to  FW4  toe  to  ae  tto  te  rat 
tmto  eto  imm  tome-  ■ a mm  m m*  * Be  taeateB  toe  Emg  FBE  torn  tore 
eetmted«rnirtoie>to  BtototofefeeteiWIt  fee  fimrnriir  WceemBntoePfc. 


FTSE  EUROTOP  300 


U - ZB 

.u  u u 
u ai  u 
ZL7  U U 
at  u u 
tu  ■ u 
W II  8 
«J  M M 


■ I 


a^JLL 


mmuemnet 


■v,l‘ 


_•  +■  & Sr *fi  «+*•- 


-•ka.nam-A 


■■  ■ 


■ :■: 

^ •- 


1U 
V 

ii a 70  aJ 
111  22X  26 


57 

u 

U 

IX 

11 

21 

51 

17 

Sfl 

32 

u 

U 

IX 

11 

as 

34 

«4 

2£ 

41 

41 

U 

U 

55 

as 

oa 

M 

MS 

17.1 

33 

U 

■ 

21 

421 

231 

27 

37 

U 

U 

55 

03 

23 

142 

It 

21 

■17 

IU 

as 

«8 

371 

41 

2M 

a 

as 

223 

u 

22 

,lm  i irilli 


3, 


^iNTHtol 

* 


‘M-  Ife  • • 


reshuffle  at  a meeting  today 
would  at  last  enable  it  to  get 
to  grips  with  its  troubled 
Rover  subsidiary.  Volkswa- 
gen rose  €1.40  to  €67.50 
while  Fiat  was  up  10  cents  at 
ei  ra 

Deutsche  Telekom  was 
another  to  buck  the  trend, 
rising  €2  to  €39.80  ahead  of  a 
crucial  regulatory  ruling  on 
Monday.  Telecom  Italia  rose 
30  cants  to  €8.64  as  the  com- 
pany remained  the  subject  of 
takeover  speculation. 

Information  technology 
stocks  gained  2.9  per  cent 
boosted  by  a sharp  rise  in 
Nokia'  - the  shares  were 
€5.80  higher  at  €121.80.  SAP 
also  continued  to  recover 
from  recent  lows,  adding 
another  €16  to  €306. 

In  a weaker  banking  sec- 
tor, Allied  Irish  Banks  foil  70 
cents  to  €16.68  as  merger 
speculation  fluted  amid  scep- 
ticism from  London-based 
analysts.  CCF  was  a rare 
exception,  up  €3£0  to  €82. 
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REPUBLIC  OF  CROATIA 


Croatian  Privatisation  Fund 

State  Agency  for  Protection  of  Saving  Deposits  and  Bank  Rehabilitation 
Croatian  Office  for  Pension  Insurance  Croatian  Electric  Power  Industry 
Croatian  Waters  Croatia  Insurance 

Hereinafter  Hie  Vendor 
Announces  the 
INVITATION 

for  submission  of  Offers  to  purchase  the  shares  in  “PAZINKA”  d.d.-  Pazin 


NUMBER  OF  SHARES  AVAILABLE  FOR  PURCHASE*  445.548 
NOMINAL  VALUE  OF  SHARES:  89.109.600.00  KN 
SHARE  IN  EQUITY  CAPITAL  89,66% 

RESISTS!  ENTRY:  COMMERCIAL  COURT  IN  RIJEKA,  11-96/1810-2.  Tt-96/lfflCM,  Tt-98/26-2  and  Tt-98/270-9. 
OBJECTS  OF  THE  COMPANY:  The  production  of  textile  and  textile  products;  production  ol  paper  and 
cardboard;  production  of  chemicals,  chemical  products  and  artificial  fiber;  production  of  rubber  products 
and  plastic  masses;  protection  of  tyres;  retail  bade  In  specialised  shops;  road  commodity  transport  (cargo); 
activity  of  other  transportation  agencies. 

NUMBS!  OF  EMPLOYEES:  705 

DEADLINE  FOR  SUBMISSION  OF  OFFERS:  01.03.1999  (by  2 p.m.) 

The  general  terms  of  the  Invitation  to  place  offers  are  prescribed  within  the  Otter  documentation  to  be 
bought  by  each  Offeror  in  the  Croatian  Privatisation  Fund. 

Priority  in  the  selection  of  the  best  Offeror  stall  be  given  to  the  one  offering: 

a)  to  assume  the  responsibility  of  retaining  the  minimal  level  of  employees  at  600,  which  obligation  takes 
effect  on  the  day  when  the  rights  arising  from  the  Purchase  contract  made  with  the  Vendor  are  acquired. 

b)  the  implementation  of  Investments; 

- regarding  the  rehabilitation  and  modernisation  of  the  existing  premises  and  production  facilities 
(replacement  of  the  obsolete  equipment  and  Introduction  tif  additional  equipment  as  to  increase  the 
production  capacity  and  the  volume  of  business). 

-regarding  the  rehabilitation  and  modernisation  of  the  existing  energetic  plants  and  equipment 
-regarding  the  solution  of  environmental  problems  (water,  air)  in  compliance  with  the  Laws  of  the 
Republic  of  Croatia  es  well  as  observing  the  relevant  International  Conventions  to  this  regard, 
in  the  aggregate  amount  of  not  less  than  8 million  DM  within  2 (two)  years  starting  from  the  date  of 
acquiring  the  rights  arisfno  from  the  Purchase  Agreement  made  with  the  Vendor, 

c)  tits  submission  of  a bank  guarantee  to  secure  the  implementation  of  the  assumed  obligations 

The  Purchaser  undertakes  not  to  sell  nor  alienate  neither  the  existing  nor  newly  introduced  property  of 
PAZ1NKA  d.d.  from  Pazin  within  a period  of  maximally  5 (five)  years  starting  from  the  date  of  acquiring  the 
rights  arising  from  the  Purchase  Agreement  made  with  the  Vendor  Insofar  It  would  result  In  the  reduction  of 
employee  number. 


MODALITY  OF  PAYMENT 


Foreign  legal  persons  effect  the  payment  in  foreign  currency,  and  Croatian  legal  and  natural  persons  in  local 
currency -KN. 

The  offer  Is  to  be  submitted  in  a sealed  envelope  to  the  Croatian  Privatisation  Fund,  quoting  the  name  of  tire 
company  in  question . together  with  the  irremeable  first  class  bank  guarantee  stating  the  obligation  of 
payment  of  the  amount  equalling  the  2%  of  the  nominal  value  of  the  shares  made  available  for  purchase 
upon  the  first  written  demand  - otherwise  the  Offer  shall  not  be  taken  into  consideration. 


OFFER  DOCUMENTATION 


The  collection  procedure  of  offers  and  subsequent  selection  of  the  best  offeror  shall  be  conducted  in 
compliance  with  the  terms  prescribed  within  the  Otter  documentation. 

Potential  Offerors  are  invited  to  collect  the  Offer  documentation  in  the  Croatian  Privatisation  Fund  (Address: 
Ivana  Lufifa  6, 10000  Zagreb,  Create;  Phone:  385-1  -4596-379)  from  9 - 12  a.m.  every  working  day.  at  the 
latest  48  Hours  prior  to  the  expiration  of  the  deadline  set  for  submission  of  offers.  The  charge  tor  acquiring 
the  Otter  documentation  is  150  DM  - the  payment  of  which  Is  to  be  made  in  favour  of  the  Croatian 
Privatisation  Fund  at  the  giro  account  NR.  30101  - 652  - 1562  quoting  the  following  reference  number. 
32923  in  Kuna  countervalue  as  per  the  mean  exchange  rate  of  the  National  Bank  of  Croatia  applicable  on  the 
date  when  the  payment  is  being  effected. 

The  OHeror  which  has  obtained  the  Offer  documentation  may  request  the  authorisation  to  conduct  the 
inspection  of  the  real  estate  as  well  as  the  insight  into  the  business  transactions  ol  the  company  in 
question. 

The  Offer  made  by  those  who  had  not  acquired  the  Offer  documentation  48  Hours  prior  to  the  date  specified 
for  Opening  of  the  submitted  otters  shall  not  be  taken  into  consideration. 


INTERNATIONAL  CAPITAL  MARKETS 


Prices  dive  on  strength  in  US  economy 


BEI^ 

By  ArkaOy  Ostrovsky  bi  London 
and  John  Labata  In  New  Yoik 

US  and  European  govern- 
ment bond  markets  nose* 
dived  yesterday  as  more  evi- 
dence emerged  of  a strength- 
ening US  economy. 

The  yield  on  the  bench- 
mark 30-year  US  Treasury 
broke  its  falling  trend  and 
started  to  rise  for  the  first 
time  in  two  years. 

The  sell-off  was  sparked  by 
reports  of  stranger  than 
expected  retail  sales,  while 
factory  orders  were  reported 
to  have  jumped  by  2.3  per 
cent  in  December,  their  big- 
gest gain  in  13  months. 

Chain  department  stores 
across  the  US  reported  an 


average  8 per  cent  annual 
rise,  surpassing  economists’ 
expectations  of  6 per  cent 

The  latest  figures  on  the 
US  labour  market  also  con- 
finned  the  strength  of  the 
economy.  Initial  unemploy- 
ment claims  fell  to  292.000 
during  the  last  week  in 
January. 

Combined  with  earlier 
signs  of  the  strength  of  the 
US  economy,  this  fuelled 
fears  that  the  Federal 
Reserve  would  change  its 
policy  and  raise  interest 
rates  at  its  next  meeting  in 
March  to  prevent  the  econ- 
omy from  overheating. 

By  early  afternoon  the 
30-year  US  Treasury  was 
down  jg  to  99 A,  yielding 
5.306  per  cent  Among  short- 
er-term issues  the  two-year 


note  was  down  V6  to  99g, 
yielding  4.783  per  cent,  and 
the  10-year  note  was  off  ft  to 
981,  yielding  -L916  per  cent 

Phyllis  Reed  at  Barclays 
Capital  said  the  yield  on 
30-year  bond  could  now  be 
heading  towards  5.5  per  cent 

“It  looks  like  instead  of 
slowing  the  US  economy  is 
accelerating,’’  said  Jeremy 
Hawkins  at  Bank  of  Amer- 
ica. The  fall  in  the  US  mar- 
ket has  also  been  caused  by 
increasing  fears  that  Japa- 
nese investors,  attracted  by 
rising  yields  on  domestic 
bonds,  will  repatriate  funds 
from  the  US  Treasuries  into 
the  JGBs. 

The  US  bond  market  was 
not  helped  by  the  Treasury's 
plan'  to  auction  $35bn  of 
notes  ami  bills  next  week. 


BAT  launches  biggest 
corporate  deal  in  euros 


!!®!Y  ..ISSUES 

By  Khaxem  Merchant 

BAT.  the  international 
tobacco  group,  yesterday 
demonstrated  the  continuing 
strong  demand  for  corporate 
paper  by  launching  the  larg- 
est single  corporate  bond 
since  the  launch  of  the  euro 
last  month. 

Deutsche  Telecom  was  the 
previous  biggest  issuer  but 
its  €2bn  bond  was  an  add-on, 
raised  from  an  original 
DM2bn.  BATs  10-year  €1.7bn 
was  its  debut  issue  in  the 
new  currency  and  came  on  a 
day  of  heavy  issuance  in  the 
euro,  reinforcing  the  curren- 
cy’s claims  as  the  second 
reserve  unit  after  the  dollar. 

Last  month,  the  euro 
accounted  for  just  under  half 
of  all  funds  raised  by 
borrowers  on  the  interna- 
tional capital  markets,  com- 
pared' with  40  per  cent- Ibr 
the  dollar.  The  11 'euro-zone 


WORLD  BOND  PRICES 


currencies'  combined  market 
share  had  never  exceeded 
35  per  cent  before  January. 

Bankers  say  US  investors 
have  not  been  as  prominent 
as  initially  thought  in  buy- 
ing euro  paper,  which  is 
being  mostly  taken  up  by 
investors  in  core  Europe. 

The  US  inhibition  is 
explained  by  the  perfor- 
mance of  US  yields,  which 
on  10-year  Treasuries,  say, 
are  more  than  100  basis 
points  higher  than  on  corre- 
sponding bunds. 

At  the  same  time,  credit 
spreads  in  the  US  are  much 
higher  than  in  the  euro-zone. 
One  banker  said:  “US  buyers 
effectively  have  to  give  up 
150  basis  points  to  come  into 
the  euro-zone  and  that  Is  not 
worth  their  while.” 

BAT’s  bond  comes  two 
weeks  after  it  announced  an 
agreed  £5.3bn  takeover  of 
Rothmans  International, 
creating  one  of  the  world’s 
biggest  tobacco  groups. 


The  Issue  represented  a 
one-off  draw-down  on  the 
company's  €l.7bn  medium- 
term  notes  programme.  It 
had  intended  to  issue  a €ibn 
bond.  The  higher  volume 
was  twice  subscribed,  said 
Dresdner  Klein  wort  Benson, 
sole  book-runner. 

Bankers  noted  that  of  129 
accounts,  four  were  from  US 
investors,  including  one  for 
the  equivalent  of  5100m. 

The  strong  demand  for 
corporate  paper,  typified  by 
the  successful  recent 
launches  of  bonds  by 
Alcatel,  the  French  telecoms 
equipment  group,  reflects 
investors’  search  for  pick-up 
in  a low  yield  environment. 

Bankers  says  investors 
face  three  options:  equities, 
which  are  regarded  as  over- 
valued; emerging  markets, 
which  are  scaring  investors; 
or  corporate  paper. 

The  BAT  bond  was  priced 
to  yield  125  baas'points  over 
the  January  2009  bund. 


“Considering  fears  over 
repatriation  and  the  level  of 
economic  activity,  the  Trea- 
sury could  hardly  have 
picked  a worse  time  for  the 
auction,”  said  Mr  Hawkins. 

“The  tone  in  global  fixed- 
income  markets  has  deterio- 
rated markedly  over  the  past 
two  weeks,”  said  Ian  Doug- 
las at  Warburg.  . 

US  Treasuries  dragged 
down  European  markets. 
The  10-year  benchmark  Ger- 
man bund  future  fell  0.65  to 
116.10.  European  investors 
were  also  discouraged  by  the 
decision  of  the  European 
Central  Bank  to  leave  inter 
est  rates  unchanged  at  their 
current  level  of  3 per  cent. 

This  was  particularly  dis- 
appointing after  the  decision 
by  the  Bank  of  England  to 


cut  interest  rates  by  50  basis 
points  to  5J5  per  cent  and 
Denmark  cutting  its  rates  by 
25  basis  points  to  3.5  per 
cent. 

The  UK  move  caught 
investors  by  surprise  and  led 
to  a rally  at  the  short  end  of 
the  UK  gilt  yield  curve,  said 
Ms  Reed.  The  June  1999 
interest  rate  future  rose  by 
16  tinica  but  10-year  gilts  feS 
in  line  with  other  European 
markets.  The  10-year  March 
future  dropped  0.80  to  118,63, 

Moreover,  observers  said 
the  elation  of  the  markets  at 
the  short  end  quickly -evapo- 
rated. 

Investors  decided  that  this 
could  be  the  last  rate  cut 
until  April,  since  the  Bank 
of  England  was  thought 
unlikely  to  cut  rates  again 


New  Internationa/  bond  issues 
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just  before  the  budget 
speech  by  the  chancellor  of 
the  exchequer  next  month. 

The  UK’s  Monetary  Policy 
Committee  said  the  latest 

inflation  projections  implied 

that  a further  reduction  in 
interest  rates  was  necessary 
to  keep  inflation  on  a path 
consistent  with  the  target  of 
25  percent 

The  markets  welcomed  the 
news,  but  Neil  Parker  at  the 
Royal  Bank  of  Scotland  said 
the  move  could  be  mistake. 

“What  seems  bizarre  is 
that  in  a month  with  fourth- 
quarter  GDP  data  showing 
still  strong  services  growth 
and  surveys  showing  an 
improvement  in  confidence, 
the  Bank  of  England  has 
found  the  justification  for 
this  latest  cut,”  he  said. 
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GMAC,  the  finance  arm  of 
General  Motors,  the  car 
manufacturer,  chose  its 
moment  wisely  to  launch  a 
€250m  add-on  to  a €750m 
bond  issued  last  month. 

The  offering  was  priced  to 
yield  52  basis  points  over  the 
relevant  bund  and  tightened 
by  one  basis  point  in  the 
after-market. 


Italian  investors  ■ were 
strong  buyers  of  bath  the 
GMAC  and  BAT  paper.  Their 
search  for  yield  is  “simply 
taking  them  into  corporate 
debt”,  said  a banker. 

This  search  for  yield  is  for- 
cing Italian  and  other  inves- 
tors down  the  curve,  picking 
up  lower-rated  corporate 
credits. 


Endesa,  Spain's  largest 
utility,  launched  a €500 m 
brad,  raised  from  €300m.  It 
was  a domestic  issue  but 
marketed  to  investors  in  the 
euro-zone,  who  bought  more 
than  50  per  cent.  The  bond 
was  priced  to  yield  28  basis 
points  over  the  relevant 
10- year  Spanish  bond  and  49 
basis  points  over  bunds'. 


By  Edward  Luca, 

Capital  Markets  Editor 

The  Chicago  Mercantile 
Exchange  plans  to  offer 
derivatives  based  on  the 
weather  to  complement  the 
growing  over-the-counter 
market 

The  move,  which  comes 
little  more  than  a year  after 
the  OTC  market  first  started 
offering  weather  derivatives, 
is  the  latest  sign  of  the  grow- 
ing versatility  of  the  deriva- 
tives market  in  general. 

Brokers  in  New  York  say 
there  have  been  up  to  1,000 
separate  weather  derivatives 
contracts  over  the  last  12 
months,  mostly  agreed  by 
utility  and  Insurance  compa- 
nies. The  standard  contract, 
on  which  the  CUE’S  futures 
and  options  will  be  based,  is 
related  to  average  tempera- 
ture levels.  These  are  known 
as  heating  degree  day's  and 
cooling  degree  days. 

Any  temperature  above  65 
degrees  Fahrenheit  is  known 
as  a cooling  degree  day  and 
the  reverse  for  a day  when 
the  temperature  is  below  65 
degrees.  For  example,  a day 
where  the  average  tempera- 
ture was  67  degrees,  would 
be  defined  by  the  market  as 
two  cooling  degree  days. 
This  enables  companies  to 
hedge  against  unexpected 
movements  in  temperature. 

A power  company,  for 
example,  would  draw  up  an 
OTC  weather  contract  to 
hedge  against  an  unusually 
wind  winter  where  revenues 
would  he  expected  to  foil. 

A housing  association 
could  well  be  on  the  other 
side  of  the  contract  to  hedge 
against  the  possibility  erf  an 
unusually  cold  winter  where 
heating  bills  would  soar. 

Other  types  of  contract, 


including  ones  based  on 
average  precipitation,  water 
levels  and  snowfall,  have 
emerged  but  are  marginal  in 
comparison  xrtth  volumes  on 
the  standard  temperature 
contracts. 

The  CME  said  it  would 
launch  a number  of  heating 
degree  and  cooling  degree 
futures  contracts  once  it  had 
been  given  the  green  hght 
by  the  Commodity  Futures 
Trading  Commission. 

The  futures  would  be 
available  for  selected  cities, 
including  Atlanta.  Chicago, 
Cincinnati,  Dallas,  New 
York.  Philadelphia  and. 
“other  population  centres 
with  significant  weather 
related  risk”.  Data  would  be 
provided  by  the  Earth  Satel- 
lite Corporation,  an  informa- 
tion-provider for  agriculture 
and  energy'  markets. : 

Brokers  in  the  weather 
derivatives  market  say  the 
product  is  also  beginning  to 
emergein  Europe,  although 
its  growth  is  constrained  by 
the  high  cost  of  obtaining 
weather  data  in  comparison 
with  its  low-cost  availability 
in  the  US.  . 

So  for  only  Enron,  the  US 
power  company,  has  tailored 
its  own  weather  derivative 
in  Europe.  “We  are  working 
hard  on  a number  of  deafe 
and  we  have  seen  strong 
interest  in  places  like  Scan- 
dinavia,” said  Kendall  John- 
son, at  Tradition  Financial 
Services,  the  brokerage. 

Officials  at  CME  say  they 
expect  demand  for  the  new 
products  to  come  from  those 
who  are  already  active  in  the 
OTC  market.  “The  weather 
derivatives  market  is  little 
more  than  year  old  yet  its 
growth  has  been  phenome- 
nal." said  Scott  Gordon, 
chairman  of  the  CME. 
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CURRENCIES  & MONEY 


Sterling  firm  as  Bank  cuts  rates 


By  Ftorlan  Gbnbel 


S ter  Imp  did  not  lose  its- 
shine  yesterday  against  the 
euro  and  the  dollar,  despite  a 
bigger-than  expected  interest 
cut  by  the  Bank  of  England. 

Markets  were  apparently 
unimpressed  as  the  Bank 
lowered  the  key  repo  rate 
from  6 per  cent  to  per 
cent.  Most  analysts  had 
expected  a quarter  percent- 
age point  cut. 

The  Bank's  statement  Raid 
the  rate  cut  was  based  on 
“prospects  for  International 
activity  and  prices,  domestic 
costs  and  consumer 
demand'*. 

Although  Sterling  initially 
slipped  slightly  to  £0.69 
against  the  euro  on  the  news 
it  quickly  recovered  to  finish 
the  day  virtually  unchanged 
at  £0.689  versus  the  euro  and 
at  Si  .638  against  the  dollar  in 
London.  One  currency  strat- 
egist. surprised  at  the 


pound's  continued  resilience, 
described  it  as  “the  iroD  cur- 
rency”. 

Sterling  interest  rate 
future  contracts,  however, 
rose  strongly  as  investors 
moved  to  price  in  steeper 
rate  cuts  than  previously 
expected.  A repo  rate  of  5 
per  cent  is  now  priced  in  by 
September. 

Unlike  the  UK,  the  Euro- 
pean Central  Bank  left  euro- 
zone interest  rates 
unchanged  at  3 per  cent 

Wim  Duisenberg,  presi- 
dent of  the  ECB,  said:  “The 
general  environment  contin- 
ues to  suggest  that  there  are 
no  significant  upward  or 
downward  pressures  on 
prices  in  the  short  term... 
there  are  no  clear  signal  g yet 
of  a stronger-than-expected 
weakening  in  output 
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growth." 

Data  released  yesterday 
showed  improving  economic 
sentiment  in  the  earo-zone. 
But  analysts  said  the  statis- 
tics did  not  alter  the  pros- 
pects of  member  state  econo- 
mies slowing  in  the  early 
part  of  this  year. 

■ Sterling’s  resilience  in  the 
face  of  a largo-  than  expec- 
ted interest  rate  cut  was  to 
most  analysts  a reflection  of 
more  reassuring  UK  eco- 
nomic fundamentals. 

The  Bank  is  now  seen  as 
having  applied  the  right  pol- 
icy medicine,  as  having  done 
what  the  market  wanted  it 
to  do.  Why -punish  a cur- 
rency for  lower  rates  if  fun- 
damentals are  in  Wn»  with 
expectations,**  said  Mr 
Bloom  of  HSBC 

He  conceded  that  the  econ- 
omy was  slowing  down,  but 
pointed  out  that  markets 
were  very  much  for- 
ward-looking. “Growth  pat- 
terns and  current  account 
data  are  just  as  important  as 
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interest  rate  differentials," 
he  said.  But  others  thought 
optimism  was  misplaced. 

“Recent  economic  data  has 
been  stronger  than  expected, 
but  It  was  certainly  not 
good.  And  the  UK  will  have 
file  lowest  growth  in  Europe 
this  year,”  said  Nick  Par- 
sons, chief  currency  strate- 
gist at  Paribas  in  London. 

He  added  that  the  front 
end  interest  rate  futures  con- 


tracts were  now  implying 
Interest  rates  of  below  5 per 
cent,  having  - priced  in 
another  0.5  per  cent  rate  cut 
Most  importanlly.  the  mar- 
ket suggested  that  rates 
were  to  stay  at  low  levels  for 
another  18  months.  On  the 
end  of  the  strip,  the  June 
2001  contract  suggested  5 per 
cent,  with  the  March  2002 
contract  already  implying  a 
rate  of  4£8  per  cent 

■ The  yen  edged  higher 
against  the  dollar  yesterday, 
despite  a sharp  fall  In  Japa- 
nese government  bond 
yields.  The  yield  on  the  key 
10-year  JGB  was  at  2.17  per 
cent,  down  from  Wednes- 
day's peak  of  2.44  per  cent 
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“Strategic  institutional 
investors  were  active  on 
both  sides  of  the  price,  caus- 
ing high  volatility,"  said  Mr 
Parsons. 

The  yen  strengthened  mar- 
ginally from  Yll£3  to  71122 
versus  the  dollar  in  London. 

Mr  Parsons  highlighted  a 
rate  of  Ylll.70  as  being  a 
crucial  point  to  watch. 
“After  this  mark  you  will  see 
a tussle  between  investors 
selling  and  the  Bank  of 
Japan  buying.  Technically, 
yon  are  in  free  Ball  once  you 
pass  the  Y1IL7  level** 

■ Commodity -based  curren- 
cies. including  the  Austra- 
lian, Canadian  and  New  Zea- 
land dollars,  may  benefit 
from  a gradual  change  in 
global  expectations,  say 
strategists. 

“Early  birds  are  now  mov- 
ing into  these  currencies  on 
the  belief  that  global  indus- 
trial production  has  bot- 
tomed out,”  said  David 
Bloom,  currency  economist 
at  HSBC. 
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- 
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Your  i.  t " a I Noli  c e s 
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Flegiiim  te  71ft  SaoanM  andFicuH  Afthofeir- 


Base  Rate 


Morgan  Grenfell  & Co.  Limited 
announces  that  its  Base  Rata  has  been 
amended  from  64)0%  to  5.5%  per  annten 

with  effect  from  February  *>  1938  untB 

further  notice. 

AM  facilities  [including  regulated  consumer 
creefit  agreements)  with  a rate  linked  to 
Morgan  GrerrfaH  & Co.  Limited  Base  Rate 
will  be  varied  accordingly. 


Morgan  Grenfell  & Co.  Limited 

23  Great  Winchester  Street:  London  EC2P  2AX 


Grindlays 

private  banking 


Base  Rate 

Australia  and  New  Zealand 
Banking  Group  Limned 
announces  that  rts  base 
rate  has  changed  from 
6%  to  5.5%  p.a. 
with  effect  from  close 
of  business  on 
4th  February,  1999, 


PO  Box  130 
London  SW1Y4LF 
Tel:  0171  461  3500 


NOTICE  TO  BOND  AND  NOTE  HOLDERS 

NOTICE  IS  HEREBY  OWEN  for  ftn  Mowing  team  that  RacaJ  Apart  / Principal 
PftylngAg«t  I Aflteft  Bank  hove  riiwngM  tram  Urn  Long-Tbcm  OrwdB  Bank  ol 
Japan,  Ucritod  (London  Bench)  to  tbo  (ndUrictai  Bank  of  Japan  (Lucatriinun)) 
SA  6,  Run  Jean  Uowwt,  P.O.  Boxes.  WOID  Luxanbourg  W (352)  421817-1 
Ftec  <352)421617-486-489 Tain  ISaSSJLXLU  slfedMj  from  G*  Fobfuary  IBBti: 

1)  T1»  induccrtal  Bank  o(  Japan  (LmarnOourg)  SA  b nppofcnad  a*  Hid  ftatf 
Agtot.  tiw  Princip8lPpykigAgom«iidAflari  Baric 

CHnaTonnl  Somfco  (HricSnse)  Hang  Kong  Limfad  USD  150600600  Rraring 

Rate  Nous  ckM  2001 

China  Uorehardt  HoUngc  Company  LariM  USD  120,000,000  Floating  Rnlw 
NOUS  AM 2001 

2)  Tha  Industrial  Bwikri  Japan  (Luaambouig)  S A Is  appokitod  as  Un 
CrioiatlonAeant 

Tha  Raya!  Baric  ri  Scatend  pie  JPY  2600.000600  Indaxad  kftatari  Notes  due 
n Jammy 2006  (Sarfasai) 

Dated  Hi  Fdbtuacy;  1909 /Tha  InrineW  Baric  ri  Japan  [UawnbouQlSA 


NOTICE  OF  CHANGE  OF  AGENT 


To  Holders  and  any  other  pertiee  connected  to  the  Bond  and 
Note  issues  shown  below. 

from 

The  Long-Item  Credit  Bank  of  Japan,  Limited  (London  Branch) 

NOTICE  IS  HEREBY  GIVEN  that  with  effect  from  the  5th  February, 
1999  the  agency  services  of  The  Long-Tetm  Credit  Bank  of  Japan, 
Limited  (London  Branch),  appointed  as  Fiscal  Agent,  Paying  Agent. 
Replacement  Agent  and  Process  Agent,  win  be  transfected  to  The 
Sumitomo  Bank  Limited  (London  Brandi)  who  wlO  assume  ai  such 
agancy  duties  for  each  d the  named  issues  which  toDows:- 

Sumttomo  Realty  & Development  Co.,  Ud. 

JPY  20,000,000,000  320  percent  Notes  due  2000 
Sumitomo  Realty  & Development  Co*  Ltd. 
JPY3O.0OaO0O.000  320  per  cent  Notes  due  2000 

ThgNWL&gaa 

The  Sumitomo  Bank,  United  (London  Branch) 

Loans  Agency 
Temple  Court 
11  Queen  Victoria  Street 
London  EC4N  4TA 

TEL:  *44  (0)171-786  1064  FAX:  *44  (0)171-786  1569 

Issued  by:  Tha  Long-Item  CrecB  Bank  of  Japan,  Untied  (London  Branch) 
Dated  5th  February,  1999 


NOTICE  OF  EARLY  REDEMPTION 

International  Bank  for  Reconstruction 
and  Development 

(OWBariO 

DM  100,000(000  Dual  Interest  BmoIm  Notes  Due  2004 
{Bn'Nmsri) 

NOTICE  IS  H&tiSY  given  that  al  o(  the  outstandhig  Notes  wfB  be 
redeemed  by  the  Bank  on  B March,  1089  (the  T^pftonal  Redemption 
Date"),  pursuant  to  Condtion  6(b)  of  the  Terms  md  Conations  of  the 
Notes.  Tha  Notes  win  be  redeemed  at  their  principal  amount 
outstsndng  togaVwr  wft  accrued  Interest  to  the  Optional  Redemption 
Date,  interest  slum  cease  to  accrue  on  and  from  the  Optional 
Redemption  Date. 

Payment  of  principal  and  interest  wfl  be  made  against  presentation 
and  surrender  of,  respectively,  the  Notes  and  Interest  coupons 
appertaining  to  the  Notes  at  the  specified  office  of  Citibank.  N.A. 
London  ONob  or  Banque  Paribas  Luxsmboug. 

rhrsJAgHft.  Como,fm 

5 CsimslM  Straar 
London 
EC4Y0PA 

10A  Boriswanl  Royal 

L-2093  Lutoiribowg 

bttemaflonal  Bank  for  noconatmctton  and  Oevetopniant 

By:  CBbankNA,  as  Fiscal  Agent  Hfbomy 5. 1099} 


NOTICE  OF  RESIGNATION 


To  Holders  oral  any  other  parties  connected  to  the  Bond  and 
Note  issues  shown  below. 


The  Long-Term  Credit  Bank  of  Japan,  Limited  (London  Branch) 

NOTICE  IS  HEREBY  GIVEN  that  wkh  effect  from  tha  31st  December, 
1998  The  Long-Term  Credt  Bank  of  Japan,  Limited  (London  Branch), 
appointed  as  London  Paying  Agent  and  Warrant  Agent,  has  resigned 
for  each  of  the  named  issues  which  fo9ows> 

Chugsi  Pharmaceutical  Co,  LltL 
USD  50,000,000  3^  par  cate.  Bonds  2000  with  Warrants 


Issued  by:^ The  Long-Item  Credt  Bank  of  Japan.  Limited  (London  Brandi) 
Dated  5th  February,  1999 

This  is  an  amendment  notice  to  the  notice  given  by  us 
on  5th  and  11  Hi  November  1998 
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Colombia  to 
bail  out  coffee 


COMMODITIES  & AGRICULTURE 

El  Salvador 


plantations 


By  Adam  Thomson  in  Bogota 


Colombia  and  the  country's 
coffee  authorities  have 
announced  a financial  pack- 
age for  growers  whose  plan- 
tations suffered  infrastruc- 
ture damages  after  an 
earthquake  hit  the  coffee- 
growing area  on  January  25. 

The  package  will  lead  to 
an  immediate  recovery  in 
the  [affected]  countryside, " 
said  Jorge  Cardenas,  presi- 
dent of  the  National  Coffee 
Federation,  a state-run 
organisation  that  exports 
about  40  per  cent  of  the 
country's  exports  and  sets 
policy  and  prices  for  the 
country's  private  exporters. 

While  initial  fears  were 
quickly  dispelled  that  the 
earthquake  - the  worst  to 
hit  the  country  in  more  than 
100  years  - bad  affected  the 
coffee  crop  itself,  more 
detailed  studies  have  con- 
firmed widespread  damage 


to  threshing  machines,  stor- 
age rooms  and  water  supply. 

"About  45  per  cent  of  the 
plantations  we  have  seen  so 
far  have  suffered  either  sig- 
nificant or  total  damage  to 
infrastructure,"  said  Oscar 
Jaramillo,  director  of  the 
National  Coffee  Federation's 
regional  committee  for  Qtnn- 
dio  province,  the  area  most 
affected  by  the  earthquake. 

Mr  Cdrdenas  said  on 
Wednesday  afternoon  that 
the  earthquake  had  damaged 
or  destroyed  6,418  rural 
homes  and  3,389  processing 
facilities  In  the  region. 

The  earthquake,  measur- 
ing 6-28  points  on  the  Rich- 
ter scale,  also  levelled  most 
of  the  centre  and  south  of 
Armenia  - an  important  hub 
for  the  local  coffee  Industry 
- as  well  as  large  parts  of 
other  towns  in  the  region 
and  outlying  areas.  Govern- 
ment officials  say  the 
affected  area  produces  about 


exports  halved 


By  James  WBson 
in  Panama  Gfty 


The  earthquake  damaged  or  destroyed  6^18  rural  homes  and  3£89  processing  facSIfes 


50  per  cent  of  the  country's 
annual  coffee  harvest. 

Juan  Caznilo  Restrepo. 
finance  minister,  said  the 
package  to  help  restore  nor- 
mality would  total  60bn 
pesos  (about  $38m).  Half  will 
come  from  Fogafin.  the  gov- 
ernment’s Financial  Guaran- 
tees flood,  and  the  rest  from 
the  federation’s  coffee  fund, 
set  up  to  support  local  pro- 
ducers in  times  of  crisis. 

The  swift  announcement 
has  helped  restore  confi- 
dence. Although  the  earth- 
quake shook  the  region  dur- 


ing the  lowest  point  of  coffee 
production,  concern  was 
growing  that  potential 
delays  in  restoring  process- 
ing capacity  would  have 
severe  repercussions  for  the 
country’s  secondary  harvest 
or  "mitaca”,  due  to  start  in 
about  six  weeks. 

The  mitaca  produces  40 
per  cent  of  Colombia’s  coffee 
production,  which  last  year 
reached  12.7m  60kg  sacks, 
second  only  to  Brazil 

Mr  Restrepo  said  the  pack- 
age would  be  available  to 
affected  coffee  producers  by 


Monday.  He  added  that  the 
package  would  consist  of 
"long-term,  soft  loans". 

Private  exporters,  respon- 
sible for  about  60  per  cent  of 
the  country's  exports,  said 
this  week  many  growers  and 
Intermediaries  had  failed  to 
deliver  coffee  since  the 
earthquake,  potentially  com- 
plicating export  obligations. 

But  federation  officials 
said  that  In  case  of  any  diffi- 
culties. they  would  sell  pri- 
vate exporters  the  shortfall 
from  the  federation's  inven- 
tories of  <L5m  sacks. 


El  Salvador’s  coffee  exports 
have  halved  la  the  first  four 
months  erf  the  1998-99  season, 
reflecting  continued  lower 
prices  and  hurricane  damage 
faced  by  Central  America 
growers  and  traders. 

Exports  reached  only 
40SJJ00  quintals  (46kg  bags) 
by  the  end  of  January,  com- 
pared with  more  than  870,000 
quintals  during  1997-98, 
according  to  the  El  Salvado- 
rean Coffee  Council. 

The  amount  of  current 
season  coffee  exported  so  Car 
is  only  about  a quarter  of 
last  season's  level  because  of 
a delayed  start  to  the  har- 
vest and  exports  waiting  for 
higher  world  prices. 

Prospects  for  a good  har- 
vest had  dimmed  even 

before  Hurricane  Mitch  hit 
the  region  in  October.  Last 
year’s  El  Nifto  weather  sys- 
tem caused  a drought  that 
damaged  plants,  while  El 
Salvador  has  also  suffered 
from  lack  of  investment  In 


plantations,  according  to 
industry  officials. 

After  Mitch,  1998-99  crop 
forecasts  were  revised  down 
to  below  2Jkn  quintals,  but 
officials  now  say  this  may 
prove  too  optimistic.  Last 
year’s  harvest  was  2.7m 
quintals,  compared  with 
recent  averages  of  &3m  quin- 
tals. and  this  season’s  level 
of  exports  so  for  is  only 
about  one-third  of  the  level 
two  seasons  ago. 

Coffee  from  Central  Amer- 
ica - Guatemala.  El  Salva- 
dor, Honduras,  Costa  Rica 
and  Nicaragua  - has  in 
recent  years  accounted  for 
about  a 10th  of  world  pro- 
duction. This  year,  exports 
from  the  region  are  expected 
to  foil  by  about  15  per  cent, 
the  result  of  Hurricane 
Mitch  and  a natural  dip  in 
the  normal  growing  cycle. 

Exports  from  Panama  are 
also  sharply  lower.  Officials 
had  forecast  a harvest  of 
290,000  46kg  bags,  but  now 
say  about  20  per  emit  was 
destroyed  by  rain  associated 
with  the  hurricane. 


Silver  at 
six-month 
high  in 
London 


MARKETS  REPORT 


By  Paul  Sofanu 
and  Robert  Corine 


Norway  over-runs  oil  budgets  I Growth  in  PRN  trading 


By  Valeria  Skhld  in  Oslo 


Norway’s  offshore  oil  and 
gas  investments  almost  con- 
sistently over-ran  their  bud- 
gets from  1994  to  1998, 
despite  the  industry’s  goal  to 
halve  its  costs  in  that  period, 
a government-commissioned 
industry  report  has  revealed. 

Oil  companies  spent 
NKr26bn,  or  13  per  cent, 
more  than  their  original 
budgets,  while  only  a few 
spent  less  than  expected, 
according  to  an  analysis  of 
Norwegian  offshore  invest- 
ments over  the  past  five 
years.  An  initiative  launched 
six  years  ago  called  Norsok 
had  hoped  to  improve  the 
competitive  standing  of  the 
Norwegian  offshore  sector 
by  reducing  project  times 
and  costs  hy  40-50  per  cent 

The  report  highlights  Nor- 
sok's  inability  to  keep  its 


promise  to  reduce  costs  and 
improve  project  execution 
made  five  years  ago.  It  also 
reveals  its  growing  disadvan- 
tage as  the  oil  industry  pre- 
pares for  lower  oil  prices, 
waning  profits  and  further 
consolidation.  The  oil  com- 
panies of  other  countries  are 
* following  the  example  of  the 
British  Petroleum-Amoco 
mega-merger  but  so  for,  Nor- 
way has  avoided  mergers  by 
its  three  oil  companies. 

Statoil,  Norway’s  state- 
owned  oil  company,  together 
with  industry  leaders  such 
as  Aker  Maritime  and  Kvaer- 
ner.  the  oQ  service  compa- 
nies, was  responsible  for 
compiling  the  report. 

Marit  Amstad,  Norway’s 
oil  and  energy  minister, 
commissioned  the  report  last 
year  after  12  field  develop- 
ments on  the  Norwegian 
shelf  were  postponed.  She 


had  to  drop  NKrSbn  worth  of 
projects  in  1998  and  NKrl2bn 
this  year  because  of  soaring 
oil  investments  and  an  over- 
heating economy. 

Thirteen  offshore  ofl  and 
gas  projects  in  particular, 
about  two-thirds  of  the  coun- 
try’s offshore  Investment  in 
that  period,  exceeded  their 
estimates  by  an  average  of 
NKr30bn  or  27  per  cent 

The  oil  industry  spent 
more  in  over-runs  during 
that  time  than  all  the  oil 
investments  last  year  on  the 
Norwegian  shelf,  which 
reached  NKri&3bn. 

The  most  expensive  proj- 
ect was  Statoll’s  develop- 
ment of  Aasgard,  the  Norwe- 
gian oil  and  gas  field  where 
costs  ballooned  by  NKr8-5bn, 
or  30  per  cent  over  its  origi- 
nal estimates. 

Norsk  Hydro,  a Norwegian 
oil.  fertiliser  and  metals 


company,  also  spent 
NKr3.6bn,  or  45  per  cent 
more,  on  Its  Visund  field. 

The  report  blamed  drilling 
and  well  completion  costs 
for  the  biggest  cost  over- 
runs on  Norwegian  offshore 
projects,  such  as  the  Nome 
and  Gufifoks  oil  fields. 

Oil  companies  over-ran 
their  drilling  budgets  by 
NKxlObn  In  the  five  years, 
partly  because  of  new  tech- 
nology and  the  need  to 
upgrade  rigs  to  handle  com- 
plex drilling  operations. 

"Our  shared  ambitions  to 
achieve  improvements  have 
led  to  over-optimistic  invest 
meat  estimates,"  said  Teije 
V are  berg,  Statoil  executive 
vice-president  These  calcu- 
lations failed  to  take  ade- 
quate account  of  uncertain- 
ties associated  with  new 
technology  and  modes  of 
working." 


By  Pad  Salman 


The  Environment  Exchange 
is  predicting  growing  inter- 
est in  trading  of  package 
recovery  notes  (PRNs)  as 
more  companies  are  ordered 
to  hold  the  notes  under  the 
UK’s  recycling  regulations. 

The  UK  exchange, 
launched  last  November  as  a 
market  for  PRNs,  said  it  had 
surpassed  its  expectations  in 
the  first  two  months  of  oper- 
ation, and  was  looking  for- 
ward to  Increased  activity 
this  year  and  next 

"Since  we  started  on 
November  25.  we  have 
traded  PRNs  worth  a total  of 
about  £160.000."  said  Angus 
Macpherson,  who  set  up  the 
Environment  Exchange. 

Trading  in  2998  PRNs 
pnrfpd  last  month  and  trad- 
ing in  1999  PRNs  has  now 
begun,  he  said. 


"We’ve  had  179  trades  and 
now  have  85  members.  Fifty- 
five  of  those  have  traded 
already,"  added  Julian  Per- 
rins, business  development 
manager  at  the  OM  London 
Exchange,  which  operates 
the  Environment  Exchange. 

PRNs  are  part  of  the  UK’s 
plan  to  ensure  companies 
comply  with  European 
Union  directives  on  waste 
recycling.  Under  the  scheme, 
companies  must  show  they 
have  met  their  obligations 
by  filing  ttotaik  of  recycling 
carried  out. 

In  return,  the  Environ- 
ment Agency  (SEPA  in  Scot- 
land) issues  PRNs.  A com- 
pany short  of  PRNs  can  buy 
more;  one  with  more  than  it 
needs  can  sell  the  extras. 

About  4JD00  companies  are 
covered  by  the  regulations, 
which  order  businesses  with 
an  annual  turnover  of  more 


thap  £5m  and  handling  more 
than  50  tonnes  of  packaging 
a year  to  hold  PRNs. 

However,  Mr  Macpherson 
said  that  from  next  year  the 
legislation  would  extend  to 
companies  with  turnover  of 
£2m.  which  could  affect  up 
to  13.000  companies 

PRNs  come  in  six  types: 
glass,  aluminium,  paper, 
plastic,  steel,  and  a 
general  note  for  non-specific 
materials. 

Mr  Macpherson  said  prices 
for  one-tonne  notes  had  var- 
ied but  averaged  about  £15. 
The  Environment  Exchange 
had  traded  about  20,000 
tonnes  of  the  25m  tonnes  of 
waste  covered  by  PRNs  for 
1998.  ■ ■ • 

The  identity  of  traders  was 
kept  confidential  but  mem- 
bers included  a large  retailer 
and  a large  paper  mill,  be 
added. 


Silver  strengthened  again 
yesterday,  reaching  a six- 
month  high  in  Loudon  and 
tracking  similar  gains  on  the 
New  York  futures  martqft  .-■> 

Spot  silver  was  fixed  at 
$5.62  a troy  ounce  on  the 
Loudon  Bullion  Market  yea-  . 
terday,  its  highest  since-  - 

July. 

Stiver  soared  this  time  last 
year  to  almost  $8  after  War- 
ren Buffett,  the  US  investor, 
revealed  he  had  acquired 
16  per  cent  of  the  world's 
supply. 

Analysts  were  uncertain 
about  the  source  of  fire  rally, 
suggesting  it  could  be  the 
result  of  technical  buying. 
However,  GNL  the  interna- 
tional brokers,  added:  "Lease 
rates  have  tightened... sag- 
gesting  something  is  happen- 
ing in  the  market." 

Base  metals  were . also 
stronger  on  the  London 
Metal  Exchange.  Three- 
month  nickel  closed  up  $2D0 : 
at  a six-month  high  of  $4,715 
a tonne,  and  zinc  rising  $36 
to  a 4%-year  high  of  $l,02ba 
tonne. 

Crude  oil  prices  were  ges* 
erally  fiat  yesterday,  with 
Brent  Blend  for  March  deliv- 
ery quoted  at  $10.78  a barrel 
in  late  trading  an  London's 
International  Petroleum  ’• 
Exchange,  ll  cents  off  . 
Wednesday’s  dose. 

Gas  oil  prices  fell  shandy 
amid  the  expectation  that, 
forecast  miM  weather  in  the 
north-east  US  would  reduce'' 
demand  when  stocks  were, 
relatively  high.  The  EPBft 


gas  oil  contract  closed  ,$3;, 
down  at  $95.75  a tonne.  “7 ' . 


Coffee  failed  to  react  to. 
reports  of  lower  exports 
from  Central  America. 
Benchmark  March  dosed  af 
$1,705  a tonne  on  the  l/jodfor.1 
Internationa]  Financrafe 
Futures  and  Options7 
Exchange,  $21  down  op 
Wednesday.  • - •' 
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Ausntei  wool  prices  cwnfrond  to  ease  at 
This  week's  auctions,  though  the  reto  o( 
riecSne  slowed  and  same  reports  Mealed 
a firm  mortal  or  the  find  day.  The  main 
eastam  market  Indicator  was  11  cants 
lower  at  4$r  cents  a kg.  New  Zealand  wool 
prices  also  decOned  again,  with  the  Mks- 
w down  ia  cento  to  387  eento  a kg. 
AuatraBan  and  New  Zeeland  cunendea 
soangitiOTied  during  the  same  period, 
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ACROSS 

1 Laud  an  one's  head?  (6) 

4 Jam  finished,  then  boy  eats 
duck  (8) 

10  Microscopic  measures  of 
distress  an  excess  to  Ital- 
ians (9) 

11  Michelangelo's  Greek  char- 
acters? (5) 

12  Highly  strung  bint?  (4) 

13  A deal  for  the  community 
(10) 

is  Work  for  the  newspapers, 
and  trample  underfoot  (7) 

16  Elegant  English  ship  in 
sort  of  dock  (6) 

19  Fiddle  masterclass  (6) 

21  Loop  the  loop  parlous  to 
cydists  (7) 

23  Flat,  possibly,  was  unpre- 
pared (10) 

25  Sip.  perhaps,  in  muck?  No 

thanks’  (4j 

27  Coach  coaches  (5) 

28  The  function  of  a union?  (9) 

29  Administers  drugs  again, 
and  withdraws  (8) 

30  Showing  little  interest,  is 
told  off  (5) 

DOWN 

1 Timber,  a heavy  weight  of 
diatoms  (8) 

2 Disco’s  a kinky  thing 
(shirts  lifted)  (9) 

3 Meat  missing  on  mongrel 

(6) 

5 Came  to  see  where  six  are? 
(7) 


6 Shows,  and  shows' again. 

m 

7 Plant  kiss  on  spectator 
after  round  (5)  • 

8 A lack  of  thread  far  weav- 
ing (6)  ' 

9 Substitutes  requiring  600 
balls?  (6) 

14  Trust  addiction  (10) 

17  Bird  used  to  serve  CHntou 
(9) 

18  Indeed,  isn't  suffering 
meant?  (8) 

20  Stumbled  upon  princes* 
climbing  in  Moslem  tows' 
(7) 

21  Fish  put  in  one's  earfCB)  . 

22  Physically,  .all  things  are 
important  (6) 

24  Cruise  by  the  sea  © 

26  Show  one's  contempt  in 
hospital  (4) 

Solution  9,905 
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LONDON  STOCK  EXCHANGE 


Weakness  on  Wall  Street  upsets  Footsie  party 


FTSEAJ^Shan  Into 


MAMOT 

By  Steve  Thompson, 

(AC  Stock  Market  Editor 


"Every  time  Loudon  has  a 
good  excuse  to  break  free 
from  Wall  Street's  shackles, 
the  US  market  spoils  the 
party,"  said  Corey  Miller.  UK 
strategist  at  Paribas. 

He  was  commenting  on 
the  poor  performance  of  Lon- 
don’s equity  market  at  the 
end  of  a day  most  market 
observers  would  have  expec- 
ted to  produce  a strong 
upside  display. 

Already  bursting  with 
vitality  ahead  of  the  surprise 


news  that  the  Bank  of 
England’s  monetary  policy 
committee  had  sanctioned  a 
50  basis  points  cut  in  UK 
interest  rates,  the  FTSE  100 
posted  a three-figure  gain 
only  to  run  back  into  nega- 
tive ground  at  the  finish. 

The  index  closed  a net  0.4 
down  at  5,939.9,  with  dealers 
pointing  accusing  fingers  at 
Wall  Street  as  the  culprit  for 
a disappointing  day  that 
promised  so  much  and.  at 
the  dose,  delivered  nothing, 
at  least  from  the  UK  leaders. 

There  was  some  good  news 
for  investors  in  the  market's 
mid-cap  stocks,  which  clam- 
bered back  on  the  upside 


tack,  and  the  small-caps 
were  again  being  chased  by 
institutions  and  private 
investors  after  another  spate 
of  takeover  stories. 

But  even  those  previously 
buoyant  areas  of  the  London 
market  bowed  to  pockets  of 
profit-taking. 

The  FTSE  250  index  closed 
well  off  its  best,  though 
boosted  over  lunchtime  by 
the  surprise  bid  approach  for 
Stakls,  the  hotels  group, 
news  of  which  gave  a big 
boost  to  the  whole  of  the  lei- 
sure sector. 

It  settled  19.4  higher  at 
5,232.6  after  touching  a ses- 
sion high  of  5,250.0,  up  38A 


during  the  early  afternoon. 

The  FTSE  SmallCap, 
although  off  its  best  of  the 
day,  was,  nevertheless, 
looking  very  strong  at  the 
dose,  clambering  above  the 
24200  level  for  the  first  rime 
since  August  last  year. 

That  was  when  global 
markets  were  buffeted  by 
the  collapse  of  the  Russian 
market  and  the  near-failure 
of  Long  Term  Capital  Man- 
agement, the  US  hedge  fund. 
Those  events  precipitated 
the  round  of  interest  rate 
cuts  in  the  US  and  amiss 
Europe. 

The  SmallCap  rose  18.9  to 
24201.4  yesterday,  only  a frac- 


tion off  its  session  high  of 
24KJ24L 

The  extent  of  the  reduc- 
tion in  UK  rates  caught 
many  on  the  hop,  and 
induced  some  worries  about 
the  economic  background- to 
the  size  of  the  rate  cut. 

But  Paribas's  Miller  said 
that  the  UK  market  was  well 
underpinned  at  these  levels 
and  offered  good  value  rela- 
tive to  other  European  mar- 
kets. “We  see  UK  rates  at  5 
per  cent  by  mid-year  and 
there  is  also  the  prospect  of 

more  mergers  and  bids. 

“We  feel  more  than  happy 
with  our  end-year  FTSE  100 
forecast  of  6^00, " he  said. 


Equity  ttarasiofcg 

TvBiXMrtq  wtaaeMte 

— ZiS 


Bob  Semple,  UK  equity 
market  strategist  at  BT  Alex 
Brown,  said;  "London  strug- 
gled arid  got  nowhere  despite 
the  rate  cut  I think  we  are 
in  for  a volatile  few  months 
despite  the  bid  stories, 
which  are  being  countered 
by  profit  warnings." 

Marketmakers  said  buyers 
were  falling  over  themselves 
to  chase  mid-cap  and  small- 
cap  stocks,  where  the  take- 
over stories  have  bad  much 
publicity.  But  one  warned: 
"This  will  not  he  the  place  to 
have  your  money  when  the 
party  stops." 

Turnover  at  6pm  was  a 
hefty  I424bn  shares. 
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Shell 
yields 
big  rise 

COMPANIKREPOFa 
By  Peter  Jotai  and  Martin  Brice 

Investors  piled  into  Shell 
Transport  yesterday  as  they 
spotted  the  attractive  yield 
benefits  of  one  of  the  UK's 
biggest  stocks. 

At  the  start  of  trading,  the 
UK  oil  major  offered  a gross 
yield  of  A3  per  cent  - more 
than  the  return  on  long- 
dated government  bonds. 
"The  growth  prospects 
might  not  be  fantastic  but 
they  have  to  be  better  than 
10-year  bonds,”  said  one  ana- 
lyst. 

The  feeling  that  the  shares 
might  have  fallen  too  far 
after  sliding  IS  per  cent  in 
January  coincided  with 
some  switching  out  of  Royal 
Dutch  shares,  which  rose 
sharply  the  previous  day. 
and  political  underpinning. 

Political  support  came 
from  hope  that  the  next 
Opec  meeting  might  be 
brought  forward  because  of 
,the  strong  desire  to  combat 
.depressed  ail  prices.  It  also 
came  from  reports  that  UN 
aid  workers  in  Iraq  had  been 
withdrawn,  pushing  back 
the  potential  for  a rap- 
prochement between  the  the 
oil  producer  and  the  west. 

Shell  lifted  1214  to  323p  on 
turnover  of  37m  even  though 
there  is  little  optimism 
about  next  week's  prelimi- 


nary figures,  which  are 
expected  to  show  a 34  per 
decline  on  last  year's  net 
income.  BP  Amoco  gained  26 
to  891  with  17m  traded, 
helped  by  Charterhouse 
Securities  publishing  a big 
oil  sector  review  which 
upgraded  the  stock  from 
"hold"  to  “buy".  Between 
them,  the  two  stocks  repre- 
sent 10  per  cent  of  the  Foot- 
sie and  8 per  cent  of  the 
entire  market. 

British  Telecom  shot  for- 
ward in  early  trading  as  one 
broker  reassessed  its  valua- 
tion and  another  looked  for 
an  internet  boost 

Goldman  Sachs  came  In 
first  thing  yesterday  with  a 


FT  30  INDEX 


strong  boost  to  its  share 
price  target  It  was  review- 
ing its  current  rating  of 
“market  outperformer”  and 
raising  its  price  target  from 
880p  to  £11.00.  which  would 
represent  11  times  earnings 
on  an  EBITDA  basis  - before 
interest,  tax.  depreciation  - 
and  amortisation. 

The  broker  cited  BT’s  £5bn 
five-year  investment  in  its 
UK  and  European  networks 
to  support  “dramatic 
growth"  in  data  and  multi- 
media  services. 

In  addition.  Charterhouse 
TiLney  predicted  a favoura- 
ble ruling  from  the  telecoms 
regulator  this  month  on 
internet-related  call  charges. 
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STOCK  MARKET  TRADING  DATA 
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All  internet  connections 
are  charged  at  a local  rate 
and  BT  is  responsible  for 
most  call  origination 
throughout  the  UK.  Charter- 
house  says  BT  gets  less  than 
20  per  cent  of  the  internet 
call  Income  even  though  It  is 
used  for  90  per  cent  of  the 
calls. 

On  the  other  hand,  provid- 
ers at  free  internet  services, 
such  as  Dixons,  gain  from 
the  current  regime.  Dixons 
fell  10  to  £10.20. 

BT.  which  announced  it 
had  bought  Arrakis,  Spain's 
leading  internet  service  pro- 
vider, for  £9.5m,  was  up  40  at 
best  But  as  one  of  the  mar- 
ket's most  liquid  stocks  it 
was  dragged  back  by  the 
gloomy  reaction  to  yester- 
day’s base  rate  cut  and  cau- 
tion ahead  of  next  week's 
third-quarter  figures.  The 
stock  closed  314  lower  at 
950Vip. 

Internet  enthusiasm  also 
boosted  EMI.  It  was  the  top 
performing  FTSE  100  stock 
as  Warburg  Dillon  Read 
cited  internet  exposure  as  a 
reason  for  upgrading  Its 
stance  on  the  stock  to  "buy." 

Allied  Irish  Banks  fell  48J4 
to  £11.54  and  Bank  of 
Ireland  77  to  362%p  after 


Credit  Suisse  First  Boston 
cut  Its  ratings  for  the  two 
groups. 

Both  stocks  had  hit  record 
highs  over  the  previous  two 
days  on  speculation  of  a 
takeover  of  Allied  Irish,  with 
Deutsche  Bank,  Lloyds  TSB 
and  ABN  Amro  seen  as  pos- 
sible suitors. 

CSFB  cut  Bank  of  Ireland 
to  “hold’’  from  “buy"  and 
Allied  to  “sell"  from  “buy" 
citing  the  potential  impact  of 
transition  to  the  European 
single  currency  on  provision- 
ing levels,  margins  and  vol- 
umes. It  said  the  shares  were 
overvalued  and  unavoidable 
pressure  would  show  itself 
as  the  year  progressed. 

Reform  hits  Pm 

Prudential  Ml  34  to  954p 
on  concerns  that  some  of  its 
business  might  be  hit  by  UK 
government  pension  reform 
plans  announced  yesterday. 

SG  Securities  advised 
investors  to  take  profits,  say- 
ing the  company  looked  to 
be  poorly  positioned  to  deal 
with  proposals  to  create  new 
pension  savings  vehicles 
based  on  unit  trusts. 
Elsewhere  in  the  sector,  Sun 
Life  & Provincial  fell  28%  to 
501p  and  Legal  ^General 
slid  14  to  875%p. . 

Daily  Mail  & General 
Trust  celebrated  its  move 
into  the  Footsie  with  a slide 
of  199  to  £32.53. 

The  move  for  hotels  group 
Stakis  threw  the  sector  into 
the  spotlight  as  its  shares 
moved  to  within  a whisker 
of  their  all-time  high  while 


traded  and  gained  9 to 
I03%p. 

However,  the  heaviest  vol- 
ume in  the  sector  was  a 
pointer  to  the  company  seen 
as  most  likely  to  be  behind 
the  approach.  Ladbroke  saw 
12m  traded  as  it  Ml  to 
238%p.  Whitbread,  also  seen 
as  a potential  bidder, 
strengthened  3‘A  to  913p. 

Both  are  said  to  have  the 
money  for  a takeover.  Lad- 
broke  has  recently  sold  the 
Coral  betting  shop  chain  and 
Whitbread  has  a large  war 
chest.  They  are  both  consid- 
ered to  want  the  mid-range 
hotels  operated  by  Stakis, 
which  also  operates  casinos 
and  a of  health  and 
fitness  dubs. 

Polypipe  gained  814  to 
140V4p  as  the  maker  of  plas- 
tic products  for  the  building 
industry  benefited  from 
hopes  of  further  consolida- 
tion in  the  sector  prompted 
by  the  recent  sale  by  Cara- 
don  of  its  plastic  pipe  manu- 
facturer Terrain.  One  fund 
manager  said  the  price  paid 
for  Terrain  suggested  Poly- 
pipe might  be  worth  I70p- 
I80p  to  a trade  buyer. 

PUkington  was  off  4 at  64p 
in  the  wake  of  a note  from 
the  building  materials  team 
at  West  LB  Panmure  that 
said  there  was  little  logic  in 
Hanson  bidding  -for  the 
glassmaker. 

Hanson  was  off  2 at  458p 
as  WestLB  said  the  shares 
had  been  oversold  but  bad 
recently  rebounded  to  dose 
to  fair  value.  It  added'  that 
there  was  a case  for  them 
reaching  490p. 

Rugby  saw  brisk  trade  of 
6-Sm.  although  the  shares 
dosed  unchanged  at  98V4p. 
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FINANCIAL  TIMES  FRIDAY  FEBRUARY  5 1999 


STOCKf®  MARKETS 


optimism 


WORLD  OVERVIEW 

Interest  rate  cuts  in  Europe, 
backed  by  stable  rates  in  the 
US,  failed  to  lift  spirits  as  a 
feeble  Wall  Street  took  the 
shine  off  equity  markets, 
writes  Bertrand  Benoit. 

The  decision  by  the  Dan- 
ish central  bank  to  cut  its 
repo  rate  by  25  basis  points 
and  an  overnight  rally  in  the 
US  bad  sent  European  mar- 
kets more  than  l per  cent 
highpr  at  opening. 

But  despite  a surprise  50 


basis  point  rate  cut  by  the 

Bank  of  Bngtairri,  gains  WBTB 

wiped  out  In  the  afternoon 
as  losses  on  Wall  Street 
dented  optimism. 

The  Dow  Jones  Industrial 
Average  was  off  55  points  at 
the  close  of  the  European 
day,  dragged  down  by  weak- 
ness in  high-tech  and  tele- 
com stocks. 

Analysts  said  lower  rates 
in  Europe  meant  the  cloud 
hovering  above  the  conti- 
nent's economic  growth  bad 
turned  darker. 


Although  few  traders 
expected  the  European  Cen- 
tral Bank  to  announce  lower 
rates  after  its  meeting  yes- 
terday, Investors  were  stall 
betting  on  a 25  to  50  basis 

point  drop  by  the  end  of  the 
first  quarter. 

“The  positive  interest  rate 
effect  may  dominate  for  a 
while,  but  it  sends  a nega- 
tive message  about  profits," 
said  Peter  Sullivan  at  Gold- 
man Sachs. 

Frankfurt's  0.6  per  cent 
fall  ramn  amid  rising  alarm 


at  the  country's  changing 
economic  fortunes.  Decem- 
ber incoming  industrial 
orders  fell  28  per  cent  an  a 
year-on-year  basis. 

Meanwhile,  the  powerful 
metalworking  and  engineer- 
ing union  IG  MetaD  threat- 
ened an  all-out  strike,  dis- 
missing as  “ridiculous"  a 2.3 
per  cent  pay  offer.  Analysts 
said  a full-blown  strike  later 
this  month  could  dent  Ger- 
man growth  by  a tenth  of  a 
percentage  point  in  the  first 
quarter. 


Asia  turned  in  an  unin- 
spiring performance 
although  a firmer  dollar  and 
faika  of  an  interest  rate  cut 
by  the  Bank  of  Japan  helped 
Tokyo  to  pare  early  losses. 

Growing  concern  about 
the  health  of  the  banking 
sector  sent  Taiwan  4 per 
cent  lower  as  financial 
stocks  weakened  across  the 
region. 

There  was  relief  in  Kuala 
Lumpur  at  the  government's 
long-awaited  decision  to  ease 

capital  controls,  even  though 


investors  said  it  would  do 
little  to  mike  the  market 
more  attractive. 

The  measure  replaced  a 
five-month-old  rule  prevent- 
ing foreign  investors  repat- 
riating the  capital  of  their 
Investment  far  a year.  Inves- 
tors will  now  have  to  forfeit 
a 30  per  cent  levy  on  assets 
held  for  less  than  seven 
months,  dropping  to  0 per 
rent  for  fljQds  older  than  a 
year.  Investments  made  after 
February  15  win  be  subject 
to  capital  gains  tax. 


EMERGING  MARKET  FOCUS 


for  volatile  year 


Wall  Street 
sold  off  as 
bonds  weaken 


Dax  skids  but  BMW  roars  on 


AMERICAS 

Concerns  about  the  strength 
of  tbe  economy  and  a 
weaker  bond  market  took 
shares  lower  on  Wall  Street 
at  midday,  after  the  release 
of  the  latest  economic  data 
showed  renewed  strength  in 
manufacturing,  unites  John 
Labote  in  New  York. 

By  early  afternoon  tbe 
Dow  Jones  Industrial  Aver- 
age was  down  41.45  or  0.44 
per  cent  at  9,325.36.  The 
broader  Standard  & Poor's 
500  bad  lost  i486  or  more 
than  1 per  cent  to  1,257.81. 

Tbe  heaviest  selling  came 
among  high-tech  stocks  as 
internet  and  semiconductor 
shares  were  in  overall 
decline,  sending  tbe  Nasdaq 
composite  off  1.89  per  cent  or 
47.05  to  2.44686. 

The  sell-off  came  as  Doug 
Gliggott,  US  equity  strategist 
at  JJ*.  Morgan,  shifted  bis 
portfolio  recommendation 
away  from  stocks  and  into 
cash.  Mr  Cliggott’s  new 
model  portfolio  Is  50  per  cent 
in  stocks,  down  foom  60  per 
cent,  25  per  cent  in  bonds, 
and  25  per  cent  in  cash.  He 
cited  high  stock  valuations 
for  his  decision  to  change 
his  portfolio. 

US  Treasuries  plunged 
after  the  release  of  much 
stronger  data  than  expected 
on  factory  orders  and  evi- 
dence of  continued  firmness 
in  the  labour  market 

By  early  afternoon,  the 
benchmark  long  bond  was 
down  fi  to  99&,  sending  tbe 
yield  higher  to  5.306  per 
cent 

Falling  semiconductor 
shares  put  pressure  on  the 
tech  sector,  with  Advanced 
Micro  Devices  off  $2£  or 
more  than  10  per  cent  to 
$18%  after  its  1999  earnings 
estimate  was  cut  by  Merrill 
Lynch.  Also  lower  was  Intel, 


down  $411  to  $133%  after 
Merrill  Lynch  lowered  its 
1999  earnings  estimate. 

In  the  retail  sector, 
Sharper  Image  fell  more 
than  7 per  cent  to  $14%  after 
the  company  said  its  Janu- 
ary sales  were  down  4 per 
cent  But  other  retailers 
picked  up,  including  Dayton 
Hudson,  up  $1%  to  $65%, 
after  it  said  its  January  sales 
grew  15  per  cent  Gap  shares 
were  down  $2%  to  $64&. 

Among  the  risers  were 
Dow  member  stock  Interna- 
tional Paper,  up  $2tf  to  $44%, 
after  regulators  approved  a 
recent  merger,  and  Perot 
Systems,  the  recently  floated 
public  information  technol- 
ogy company,  which  climbed 
another  $18%  to  $80%. 

TORONTO  followed  Wall 
Street  lows-  in  early  trading 
and  at  noon  the  benchmark 
300  composite  index  was  off 
29.71  at  689180. 

Industrials  racked  up  some 
of  the  morning's  bigger 
losses  with  Northern  Tele- 
com sliding  C$1.75  to  C$9280 
and  Seagram  C$2.15  at 
C$69.35.  Alcan  Aluminium 
dipped  10  cents  to  C$37 .50. 

Banks  mostly  edged 
higher.  Bank  of  Nova  Scotia 
shed  30  cents  at  CS3L50  but 
Royal  Bank  of  Canada  added 
30  cents  at  C$80.20  and 
Toronto-Do  minion  improved 
55  cents  to  C$87.50. 

In  golds,  Barrick  reversed 
recent  weakness  with  a gain 
of  40  cents  to  C$29.65  while 
Placer  Dome  added  65  cents 
at  C$18.15. 

Among  lesser  caps, 
Research  In  Motion,  the  film 
technology  group,  jumped  to 
a fresh  peak  for  the  year  of 
C$19  before  settling  at 
C$1785,  up  65  cents. 

A downgrade  from  ABN 
Amro  sent  Rogers  Can  tel 
Mobile  Communications 
down  55  cents  to  C$23.75. 


™qrc_ 

FRANKFURT  rapidly 
unwound  the  Xetra  Dax 
index  in  the  final  hours  to 
close  off  28.79  at  5.061.28 
after  hitting  a session  best  of 
5.206.1. 

Bat  speculation  about 
senior  management  changes 
got  firmly  behind  BMW.  Tbe 
motor  group  has  attracted 
negative  comment  lately  as 
a result  of  weak  earnings. 

Media-driven  rumours  that 
chief  executive  Berad 
Piscb etsrieder’ s job  was  on 
the  line  sent  the  shares  to  a 
high  of  €693-50  before  closing 
€40  or  6.5  per  cent  higher  at 
€860. 

Degussa  added  86  cents  at 
€35.21  in  spite  of  conflicting 
advice  from  brokers.  Dresd- 
ner  Kleinwort  Benson 
upgraded  the  shares  from 
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The  FTSE  Eurotop  300  ndex 
rose  1.48  or  0.12  per  cent  to 
1,21085.  See  Euro  Prices  page. 


Sao  Paulo  slips  further 
as  IMF  talks  continue 


SAO  PAULO  moved  down  in 
early  trading  with  the  Bov- 
espa  index  adding  to  the  215- 
point  decline  of  tbe  past  two 
days  with  a further  decline 
of  1.6  per  cent  at  midsession. 
The  benchmark  was  134 
lower  at  8,542. 

Traders  said  that  volumes 
were  low  and  most  investors 
were  awaiting  the  outcome 
of  the  meeting  between  the 
IMF  and  the  Brazilian  eco- 
nomic team. 

MEXICO  CITY  also  weak- 


ened with  investors  said  to 
be  winding  down  their  posi- 
tions ahead  of  tbe  long  week- 
end, which  starts  today  with 
Constitution  day. 

At  the  midsession  count, 
the  IPC  index  was  down  0.6 
per  cent  or  23.72  at  4,03684. 

CARACAS  edged  higher  at 
midsession  as  oil  price  senti- 
ment unproved  on  the  back 
of  rising  tensions  in  tbe  Mid- 
dle East.  The  IBC  index  was 
2.45  higher  at  4801.63  at  mid- 
session. 


“hold"  to  “trading  buy" 
while  Commerzbank  cut  it 
from  “hold"  to  “sell”. 

Chemicals  rival  Henkel 
also  gained,  adding  €3.43  at 
€65.81. 

Commerzbank  came  off  27 
cents  to  €2586  as  investors 
peered  forward  to  next  Mon- 
day and  the  bank's  annual 
results,  which  kick  off  the 
sector  reporting  season. 

Fading  concerns  that  its 
merger  with  Krupp  could  be 
delayed  sent  Thyssen  higher, 
lifting  tbe  shares  €6.05  to 
€16485.  A heavyweight  bro- 
ker upgrade  for  British  Tele- 
com helped  boost  Deutsche 
Telekom,  up  €L98  to  €3980. 

Man,  19  7.7  per  cent  in  two 
days  on  merger  talk  and  a 
broker  upgrade,  ran  into 
severe  profit-taking,  sliding 
€168  to  €23580. 

PARIS  pared  early  gains 
to  finish  with  the  CAC  40 
index  off  21.42  at  4,167.42. 
Software  leader  Cap  Gemini, 
down  €7  or  4.1  per  cent  at 
€166.  was  the  day's  steepest 
feller. 

Diversified  water  group 
Vivendi  dipped  €4  to  €254 
after  Merrill  Lynch  cut  the 
shares  to  "accumulate"  from 
“buy”.  Mlchelin,  up  steeply 
on  Wednesday  on  talk  of 
tyre  industry  consolidation, 
came  off  69  cents  at  €3380. 

Oil  stocks  rallied  on  rising 


tension  in  the  Middle  East 
and  a better  day  for  interna- 
tional oil  prices.  Elf  Aqui- 
taine improved  €280  to  €100. 

Accor  added  CLIO  at  €194 
ahead  of  next  week’s  results 
statement  from  the  hotel 

giant 

Steady  sales  for  tbe  third 
quarter  helped  to  lift  Skis 
Rossignol  29  cents  to  €10.74. 
TV  group  TF1  came  off 
steeply,  falling  €10  to  €162 
an  the  news  that  Canal  Plus 
was  to  renegotiate  an  impor- 
tant news  channel  contract. 

AMSTERDAM  managed  to 
stay  positive  on  a dull  day 
generaly  for  bourses,  with 
strong  gams  for  Royal  Dutch 
and  ASM  Lithography  help- 
ing to  lift  the  AEX  index  4.15 
to  53L27. 

Royal  Dutch  were  a strong 
market  ahead  of  next  week’s 
results  statement  Worries  in 
the  Middle  East  plus  an 
upgrade  when  - UK  broker 
Williams  de  Bro8  moved  to 
“buy*  from  "hold"  - sup- ! 
plied  most  of  the  day's  sup-  j 
port  The  shares  gained  €1.40 
or  38  per  cent  to  €3785. 

ASM  lithography  was  the 
strongest  performer,  rising 
€2.70  or  78  per  cent  to  €4085 
after  Morgan  Stanley  Dean 
Witter’s  upgrade  to  “outper- 
form” from  "neutral". 

ZURICH  turned  back  after 
a firm  opening,  confounding 
some  dealers  who  thought 
the  SMI  index  was  ripe  for  a 
break  towards  7,700.  Instead, 
the  index  pulled  back  from  a 
day’s  peak  of  7,3008  to  dose 
55.8  lower  at  7,1378. 

ABB,  a strong  performer 
in  tbe  run-up  to  yesterday's 
1998  results,  put  on  another 
SFr23  to  SFrl,722  as  the  fig- 
ures came  in  at  the  top  end 
of  expectations.  Some  ana- 


lysts suggested  the  shares 
now  bad  the  potential  to  rise 
to  SFrL850. 

Adecco,  which  initially 
advanced  to  SFr693  on  the 
back  of  good  sales  and  oper- 
ating profit  figures,  turned 
back  to  close  just  SFrl 
higher  at  SFr680. 

Algroup  travelled  a similar 
path,  turning  back  from  a 
high  of  SFrl,643  to  dose 
SF18  weaker  at  SFH88L 

The  group  denied  market 
rumours  that  its  planned 
merger  with  Viag  of  Ger- 
many had  not  been  cancelled 
and  insisted  the  deal  was 
still  an  track. 

Milan  dosed  just  above 
the  day's  lows  with  tbe  Mlb- 
tel  index  52  weaker  at  23,438. 

Italgas  lost  208  cents  to 
€5.063  after  MerrDI  Lynch 
cut  its  recommendation  on 
the  stock. 

Fiat  pulled  back  from 
€2.94  to  close  68  cents 


weaker  at  €2.896.  Early 
enthusiasm  for  the  stock 
was  spurred  by  reports  that 
the  group  struck  a deal 
with  a Chinese  carmaker  to 
make  aud  sell  light  trucks  in 
China. 

Telecom  Italia  dosed  28.1 
cents  higher  at  €8819,  off  an 
all-time  high  of  €8.76.  The 
rise  was  attributed  to  specu- 
lation that  at  least  one  inves- 
tor was  trying  to  build  up  a 
stake  to  launch  a takeover 
bid. 

Holding  company  CIR  put 
on  58  cents  to  €1.068  after  a 
parliamentary  commission 
cancelled  a veto  that  would 
have  stopped  the  group  from 
bidding  in  the  Rome  airport 
privatisation. 

MADRID  dosed  lower  as 
an  already  nervous  market 
was  dragged  down  by  by 
Wall  Street's  weak  opening. 
The  general  index  finished 
684  weaker  at  87486. 

Energy  group  Endesa  lost 
42  cents  to  €23.65  ahepd  of  a 
key  meeting  in  Chile  to 
dedde  whether  Enersis,  in 
which  the  Spanish  company 
has  a 32  per  cent  holding, 
would  sell  its  stake  In  End- 
esa Chile. 

Among  hawing  Santander 
lost  81  cents  to  €16.72  and 
BCH  fell  13  cents  to  €10.07 
after  tbe  two  gave  details  of 
the  terms  of  their  merger 
and  a capital  increase  to  be 
carried  out  after  the  deal 

Wrftten  and  edited  by  Mdnai 
Morgan,  Jeffrey  Brown,  Paul 
Gregan  amt  Peter  Hafl 


Has  Seoul  peaked  after  being 
the  world’s  best  performing 

bourse  In  dollar  terms  last 
year?  The  market  has  tum- 
bled 15.7  per  cent  from  its 
mid-January  high  to  550.15 
yesterday  on  tbe  composite 

Index. 

But  some  analysts  believe 
a rebound  up  to  800  points  is 
likely  by  the  year's  end, 
although  the  ride  will  be 
“extremely  volatile",  accord- 
ing to  Bill  Hunsaker, 
research  bead  at  ING  Bar- 
ings in  Seoul. 

The  stock  market’s  surge 
in  the  three  months  to  mid- 
January  was  driven  by 
increased  liquidity  as  the 
government  eased  monetary 
Anri  flq-ai  controls  to  reflate 
the  economy.  Interest  from 
foreign  investors  also  con- 
tributed, with  a net  inflow  of. 
overseas  funds  of  $185bn  in 
January,  the  biggest  amount 
in  nearly  a year. 

Tire  liquidity-driven  mar- 
ket has  provoked  worries 
that  the  rise  in  shares 
amounts  to  a bubble  inflated 
by  aggressive  cuts  in  inter- 
est rales,  dawn  to  3 per  cent 
in  real  terms. 

A more  benign  view  is 
that  tire  market  also  reflects 
a strengthening  of  Korea's 
economic  fundamentals. 
Optimism  about  a rapid 
recovery  has  increased. 

The  central  bank  predicts 
tire  economy  will  grow  38 
per  cent  this  year  after 
shrinking  nearly  6 per  cent 
in  1998  in  the  nation’s  worst 
recession  since  tire  Korean 
war.  Private  economists 
believe  Korea  is  on  the 
rebound,  although  they  esti- 
mate the  growth  rate  at  a 
more  modest  1-2  per  cent 

The  threat  of  a renewed 
debt  crisis  has  receded,  with 
foreign  exchange  reserves 
topping  $50bn  as  Korea 
posted  a $398bn  trade  sur- 
plus last  year.  This  has  also 
strengthened  the  won,  which 
has  risen  20  per  cent  against 
the  US  dollar  after  losing 
half  its  value  a year  ago. 

Signs  of  an  economic 
revival  are  also  reflected  in 
growing  imports,  particu- 
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Repo  cut  gives  Jo’burg  hope 


INVESTEC2 


^UTHAFRICA 

Johannesburg  rallied  follow- 
ing a strong  run  for  finan- 
cials, which  pushed  higher 
after  a reduced  central  bank 
repo  rate  sparked  hopes  for  a 
foll-blown  interest  rate  cut. 

Financials  rose  1.2  per 
cent  to  9,103.1  in  good 


two-way  trading.  The  all 
share  Index  closed  508  or  08 
per  cent  higher  at  5,809.5. 
Golds  dipped  08  per  cent  to 
920.8.  Industrials  added  08 
per  cent  at  6,712.1. 

SA  Druggists  tumbled  19 
per  cent  to  R23.50  after  a 
takeover  bid  for  the  group 
was  blocked. 


Rate  rises  cause  Tokyo  concern 


MflUmanc. 

Shares  in  TOKYO  stretched 
their  losing  streak  to  four 
sessions,  sending  the  Nikkei 
225  average  below  14.000 
points  for  the  first  time  in 
more  than  two  weeks  as 
investors  watched  the  recent 
rise  in  interest  rates  with 
concern,  writes  Alexandra 
Harney. 

The  yield  on  government 
bonds  has  swung  to  new 
highs,  fuelling  anxiety  about 
the  damaging  effects  on 
banks'  bond  holdings  and  on 
the  economy  as  a whole. 

Tbe  Nikkei  225  tumbled 
74.46  to  14,03685,  having 
fluctuated  between  13825.14 
and  14855.67. 

Volume  edged  up  to 
3378m  shares  exchanged  in 
the  first  section.  Banks, 
exporters  and  heavy  Indus- 
tries were  the  most  heavily 
traded  sectors,  on  the  back 
of  tire  stronger  dollar  against 
the  yen  and  worries  about 
the  effect  of  higher  Interest 
rates  on  banks. 

Sumitomo  Rubber,  which 
formally  announced  a strate- 
gic alliance  with  Goodyear  of 

the  US  earlier  this  week, 
jumped  Y89  to  Y662. 

Analysts  say  the  deal, 
which  brings  Sumitomo  Into 


Taiwan 

VMfitried  Index 
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the  world's  largest  tyre  man- 
ufacturer and  allows  it  to 
pay  down  part  of  its  debt 
burden,  is  almost  entirely 
positive  for  the  Japanese 
tyre  maker. 

Yokohama  Rubber,  seen  as 
another  takeover  target, 
surged  Y22  to  Y320. 

Hitachi  lost  Y30  to  Y768 
after  it  warned  that  losses 
would  be  greater  than  the 
Y250bn  forecast  earlier. 
Toshiba  slid  Y3  to  Y742,  and 
NKK,  the  steel  group  that  is 
rumoured  to  be  prime  for  a 
merger,  edged  up  Y1  to  Y69. 

Banks  were  mixed.  Sakura 
gained  Y2  to  Y265,  and  Fuji 
was  up  Y3  to  Y448.  The 


Industrial  Bank  of  Japan  slid 
Y1  to  Y531.  The  Bank  of 
Tokyo-Mitsubishi  lost  Y10  to 

Yl»300. 

Other  indices  fen  broadly. 
The  Topix  index  of  first- 
section  stocks  tumbled  688 
to  1,090.77,  and  the  Nikkei 
300  lost  185  to  216.79. 

In  Osaka,  the  OSE  slid  125 
to  14811- 

TAIPET  tumbled  4 per  cent 
as  investors  succumbed  to 
panic-selling  amid  growing 
concern  over  the  health  of 
the  country's  economy. 

A mix  of  margin  raTl*  and 
sustained  selling  in  finanrial 
and  construction  issues 
brought  the  weighted  index 
to  a 34-month  low,  down 
22887  to  581489. 

Reports  that  a member  of 
the  country’s  parliament, 
Liu  Ping-wei,  had  bounced 
TSlOOm  worth  of  cheques 
prompted  a run  on  deposits 
at  Panhsin,  the  troubled 
bank  in  which  the  politician 
owns  a stake. 

Although  the  bank  is 
unlisted,  the  news  unleashed 
a spiral  of  selling  among 
financial  stock  holders. 

MANILA  closed  more  than 
1 per  cent  lower  as  a bout  of 
weakness  tn  utility  stocks 
brought  the  three-day  bull 
run  to  an  end.  Tbe  compos- 


ite index  closed  21.08  lower 
to  1886L30. 

PLOT  dropped  20  pesos  to 
940  pesos,  after  It  said  it 
would  increase  provisioning 
for  bad  loans.  A local  paper 
said  the  move  could  cost  the 
company  llbn  pesos  over 
three  years. 

KUALA  LUMPUR  saw  a 
burst  of  late  activity  as  local 
institutional  funds  entered 
the  market  after  the  govern- 
ment's eagerly  anticipated 
move  to  alter  capital  con- 
trols. The  composite  index 
closed  8.48  higher  at  57782. 

Analysts  said  the  govern- 
ment's decision  to  replace 
capital  controls  with  a slid- 
ing levy  on  repatriation  of 
foreign  capital  could  dampen 
inflows  and  complicate  gov- 
ernment efforts  to  attract 
new  overseas  funds. 

Gaming  and  banking 
stocks  were  the  focus  of 
activity,  as  they  have  been 
since  December. 

KARACHI  lost  2.7  per  cent 
as  local  investors  stepped  up 
selling  on  settlement  day. 
The  KSE-lQQ  index  fell  2482 
to  867.73. 

Pakistan  Telecom  was 
down  70  paise  at  Rsl785, 
Hub  Power  fell  35  paise  at 
RslL25  and  Pakistan  State 
OR  lost  Ra2.10  to  B85780L 


lariy  capital  goods,  astefc 
parties  resume  invesfaMadt 
But  export  growth  could.  4* 
hurt  by  the  stronger  ear- 
rency  and  any  slowdown  in 
global  economic  growth, 
which  could  cut  the  trade 
surplus  to  $20bn  this  year.  - 

Confidence  wUl  Increase 
further  if  consumer  spend- 
ing and  industrial  prodne- 
tkm  bounce  back  by  the  sec- 
ond half.  However,  the 
government  is  worried  that  a 
rise  in  unemployment  this 
year  to  2m  from  LfiTln,  or  75 
per  cent  of  tbe  workforce,  at. 
tiie  end  of  1996  could  stall  a 
recovery  in  private  con- 
sumption. 

For  that  reason,  the  gov- 
ernment might  decide  to 
stimulate  the  economy  trifle 
easing  efforts  at  corporate 
restructuring  that  would 
cost  jobs.  Many  foreigners 
are  worried  the  Improved 
economic  situation  is  mak- 
ing Seoul  complacent  about 
the  need  for  reform. 

A slowdown  in  tin  pare  ef 
restructuring  might  emb  te» 
eign  interest  In  the  Seoul 
market  Bat  the  withdrawal 
of  overseas  fends  may  not 
affect  the  bourse-  greater 
since  domestic  Investors  fo 
Kkely  to  take  up  the  ita&fa 
buying  shares  as  kStgTa 
interest  rates  are  low.BquJjf 
tty  is  high,  and  optimists* 
forecasts  by  the  govommSi, 
and  media  improve  investor' 
'sentiment 

John  Bartoa 


Investec  is  moving  to  2 Graafian  St  EC2  In  the  heart  of  The  most  established  names:'  Hambros  pic,  Carr  Sheppards. 
City.  This  move  brings  together  under  one  roof,  Investec  and  Henderson  Crosthwaite,  Guinness  Mahon,  Guinness  Flight 

Its  most  recent  acquisitions,  which  fridude  some  of  The  City's  Hamtro  Asset  Management  sod  their  valous  subsidiaries. , 


Investec,  ranked  amongst  the  world's  top  300  banks,  specialises  in 
private  and  Investment  banking.  2 Gresham  St,  London  EC2V  7QP. 
For  further  Information  call  0171  283  9111. 


management. 


INVESTED 
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